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HOW REAL IS THE NEED 
for 
Institutional Advertising? 


With 80% of the corporations doing 
the country’s business now listed on 
the stock exchanges:—with your 
company and your sales vulnerable 
to personal interpretation of these 
quotations,—it is necessary to create 
an appreciation of your institution 
and your management. 


27,000 INQUIRIES 


For example— 
—we have received more than 
27,000 inquiries from subscribers 
this past month, asking this infor- 
mation on more than 2000 differ- 


ent companies, 




















THIS MODERN BUSINESS MAGAZINE SELLS— 
YOUR PRODUCTS + INSTITUTION + MANAGEMENT 


BECAUSE, —it reaches business executives who are the source of in- 
dustrial buying power—who initiate a new idea—who carry it through. 
The readers of The Magazine of Wall Street are the presidents, vice- 
presidents, officers and directors of largest corporations: the owners 
of successful smaller business. 


—They represent a first buy in your primary and secondary 


INDUSTRIAL markets. 


At the same time they are the men who have been making money stead- 
ily since 1932 in their investments—as well as in their business. They 
have benefited most from the 32 billion increase in stock market values. 


—Here are 100°, INDIVIDUALS able to buy your products now. 
Being sophisticated buyers of securities—their buying leads the market. 


—Their acceptance of your institution and management gives 
your SECURITIES an investment status. 





We had 100% renewals for 1937 of leading corporations using us 
in 1936. Let us serve you also. Address: C. G. Wyckoff, Publisher. 
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The war is over? 


Is it over, Mother?—No, your son 
was killed. 


Is it over, little girl with the big 
blue eyes? —No, your daddy was 
killed. 


Is it over, soldier?—No, you lost 
a leg. 


Is it over, laborer with the horny 
hands?—No. You, and your chil- 
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dren, and their children, and THEIR 
children must lay out their hard- 
earned dollars in taxes to pay for it! 


So why do we cheer? 


Only the fighting is over. Hearts 
will go on aching. And men will walk 
on crutches. And laborers will work 
and work, and pay and pay—for 
years. For years, and years, and 
years. 


Let’s not have another war. 





% 


What to do about it 


Hysterical protests won’t avert an- 
other war, any more than will “pre- 
paredness”. 


Civilization must build its own de- 
fense out of human reason and intel- 
ligence, properly organized and ap- 
plied. 


To every reasonable and _intelli- 
gent man and woman in America 
goes the responsibility of doing his 
or her share to avert the coming war. 


World Peaceways offers a practical 
plan of how you can help. Write for 
it. There is no obligation involved in 
your, inquiry, except the obligation to 
your conscience and to your convic- 
tion that there must be no more 
wars. World Peaceways, Inc.. 103 
Park Ave., New York City. 
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Every Investor 
Should Read 
This Free Book: 


“Trend Interpretation” 


“Trend Interpretation” by T. E. 
Rassieur is a comprehensive booklet 
that presents a new sound market 
opportunity. The importance of fol- 
lowing long and short term trend 
movements in buying and selling 
stocks is proved fully and conclu- 
sively by analysis and illustration. 


Shrewd investors know the neces- 
sity of keeping the speculative 
element in stock transactions at a 
minimum. ‘Trend Interpretation”’ 
tells you how to do it—also gives 
full details of a unique Trend Inter- 
pretation Service based on exact 
mathematical computation —not on 
theories, rumors, or guesses. 





Just ask for a copy of “Trend 
Interpretation.”’ It will be sent free 
and without obligation. 


T. E. RASSIEUR 


Trend Interpretation Service 
1627 Continental Bldg., St. Louis, Mo. 
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INVESTMENT PROFIT INSURANCE 





KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


ODD LOT TRADING AND ITS MANY AD- 

VANTAGES 
For the large and small investor—fully 
explained in an interesting booklet issued 
by John Muir & Co., members New York 
Stock Exchange. (225) 

**TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 








The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 
MARGIN REQUIREMENTS 
McClave & Co. have prepared a leaflet 
explaining margin requirements. A copy 
will be sent on request. (891) 
MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 

UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser 
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If the three-horse team of Capi- 
tal, Labor and Management is to 
pull together successfully, it will be 
necessary for Management — the 
most vital of the three elements— 
to adopt an enlightened and en- 
larged concept of what its responsi- 
bilities should be. The plain truth 
is that Management has been inept 
in industrial statesmanship and in 
the handling of public relations. 
That is why both Management and 
Capital find themselves on the de- 
fensive against current poiitical at- 
tacks. 

By and large, the corporate execu- 
tives of this country are honest, 
fair-minded, hard-working, capable 
men. That is not enough. Under 
today’s social atmosphere big cor- 
porations cannot be run with the 
unquestioned discipline of an army. 
The brute force of Capital may once 
have been effective. It is matched 
now by the brute force of Politics 
and the brute force of Labor. Diplo- 
macy is the answer. 





To the workers, the stockholders 
and the public the truth, the whole 
truth and nothing but the truth 
must be carried. There need be no 
conflict between the interests of 
workers and stockholders. Both 
have rights which should be mutu- 
ally respected. To neither should 
go excessive benefits at cost to the 
other. Some companies have given 
special attention to labor relations, 
with benefit plans, profit-sharing, 
house publications and so forth— 
but industrial statesmanship in this 
field is in its infancy. 

Is it fatuous to imagine an annual 


report prepared for both stock- 
holders and workers? Not a dif- 
ferent statement for each. The 


identical report to both. It should 
reveal in layman’s language all perti- 
nent information as to the course 
of the company’s business, the na- 
ture of its problems, the objectives 
aimed at and the methods used. It 
should show in clear detail just how 
the workers have fared and just 





what the shareholders have received, 
not only for the year but for a long 
period back. 

The truth, frankly and fully pre- 
sented to the workers, is the only 
effective defense against misleading 
political propaganda. For the truth 
is, of course, that the corporations 
which have earned fat profits and 
paid fat dividends year in and year 
out are the exceptions and not the 
rule. The truth is that the mortality 
rate among corporations is far higher 
than among human beings; and the 
shareholder who preserves his capi- 
tal intact and nets a 5 per cent re- 
turn on it over even a generation— 
much less a life time—is a very rare 
bird. 

The average worker would have a 
different slant toward his boss and 
the stockholders if their side of the 
case were properly put before him. 
The chieftains of Big Business would 
do well to consult their lawyers less 
and their public relations counselors 
more. 





IN THE NEXT 


ISSUE 


Will the Building Boom Be Checked? 


With a Discussion of Associated Companies 


BY GEORGE W. MATHIS 


Outlook for Railroad Earnings 


BY ROGER CARLESON 
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The plowman no longer 
plods his weary way 


THE WORLD MOVES 
FORWARD WITH ST. 





A CENTURY AGO 80% of all the people in the United 
States were farmers. It took that many, working from dawn 
to dark, to provide the nation’s food. 

Today 21.5% of the people do more than the 80% formerly 
did—and do it much more easily. Farm machinery has made 
the difference. 

The story of farm machinery is largely the story of steel. 
Take tractors, for instance. Twenty years ago a “medium” 
sized tractor weighed from 3 to 5 tons. The use of stronger, 
lighter steel parts instead of heavy castings has produced 
tractors weighing half as much which do twice as much work. 
Not only weight but price has come down. For the cost of a 
medium-sized tractor in 1917, a farmer can now buy a better, 
much more useful tractor—and have enough money left over 
to pay the cost of its operation for several years! 

The laboratories and the men in the mills of United States 
Steel have not only helped to bring about tremendous changes 
in the cities, but have played a part in the transformation of 
farm life as well. What used to be a hard way of making a 
living has become a more pleasant and profitable way of life 
—owing in part to the development of tougher, stronger, 
more durable steel. 
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AMERICAN- BRIDGE COMPANY + AMERICAN STEEL & WIRE COMPANY 
CANADIAN BRIDGE COMPANY, LTD. + CARNEGIE-ILLINOIS STEEL COR- 
PORATION + COLUMBIA STEEL COMPANY * CYCLONE FENCE COMPANY 
FEDERAL SHIPBUILDING AND DRY DOCK COMPANY * NATIONAL TUBE 
COMPANY * OIL WELL SUPPLY COMPANY * SCULLY STEEL PRODUCTS 
COMPANY + TENNESSEE COAL, IRON & RAILROAD COMPANY + UNIVERSAL 
ATLAS CEMENT COMPANY * United States Steel Corporation Subsidiaries 
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The Trend of Events 


STILL IN DEPRESSION ... Although there are latent 
dangers in our economic position, let us not lose perspec- 
tive. As Leonard Ayres, Cleveland economist, aptly 
remarks, talk of emergency measures to prevent a busi- 
ness boom and check bank credit expansion is like “lock- 
ing the stable doors before the family horse has even 
been acquired.” 

It is true that output of some goods is at record high, 
largely reflecting new products and applications. But 
industrial production per capita is still far under the 
1929 level. National income, railroad traffic and depart- 
ment store sales are 20 per cent lower than they were 
just before the depression. The volume of construction 
is about half what it was ten years ago. Capital expendi- 
tures by the public utilities are a third of what they 
averaged in the years 1926-1930. Railroad capital ex- 
penditures are less than half the pre-depression annual 
average. Millions of people are still unemployed. 

As for bank credit expansion, security loans and loans 
on real estate are no higher than they were at the bot- 
tom of the depression. Commercial loans have shown a 
moderate, sound and wholly desirable expansion. In 
short, apart from financing the Government’s deficit by 
abnormally large investments in Federal bonds, credit 
extended by the banks thus far in the recovery has been 
small in volume and non-speculative in character. 

This nation is still in an area of depression. 


If we - 


are to restore even the pre-depression living standard— 
which was not high enough—what is required is a big 
increase in the per capita production of goods and ser- 
vices of all kinds. In that way, and that way alone, will 
come “the more abundant life” that has been promised 
to the common man but not yet more than partially 
delivered. It will not come by legislative panaceas. It 
is to be had, if had at all, from the output of the factories 
and the farms. 


LABOR'S VICTORY .. . How long a victory remains 
a victory depends largely upon how the victors use it. 
The Wagner Act decisions have been jubilantly taken 
as implying a great advance for labor. That remains 
to be seen. They are said to signal the end of indus- 
trial strife. That also remains to be seen. Under no 
conditions can labor advance more than temporarily 
unless there is proportionate advance in productive effi- 
ciency. Otherwise, rising living costs will make wage 
gains meaningless. As for strikes, there is nothing in 
the present law to make employers accept the closed 
shop—which Mr. Lewis admits is his objective—or to 
force them to meet wage demands they regard as exces- 
sive. It is therefore to be doubted that a Utopia of peace 
in industry’s labor relations is at hand. 

It need hardly be said, of course. that eventually the 
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power which Congress now has to regulate labor prac- 
tices of corporations, where interstate commerce is 
affected, will be used to regulate labor unions also, as 
has come about in various other countries, including 
England. If that does not happen under the present 
regime at Washington, it will happen under another. 
Industrial workers, after all, are a voting minority. 
Recent sit-down strikes have registered none too well 
with public opinion, including opinion in the farm coun- 
try. Labor leaders will be treading on thin ice if they 
forget that fact and proceed under the delusion that the 
world is their oyster. 


CONTROLLING PRICES . . . Some opponents of the 
President’s court enlargement plan have suggested that 
Mr. Roosevelt may be entertaining the thought of seek- 
ing power to control prices of manufactured goods in 
order to prevent inflation. We find that impossible to 
believe. A price inflation is merely a symptom of under- 
lying causes. If those causes are strong enough, no offi- 
cial control of prices can ever be effective. The French 
learned that many years ago when shopkeepers were 
summarily executed for selling goods above the “official” 
prices—only to see “bootleg” prices go ever higher. 
Today we see in Germany and Italy an object lesson in 
rigid State controls, with deplorable results upon the 
living standards of their people. No sane mind could 
wish to emulate that sort of thing in America. 

Fortunately, there is considerable evidence to suggest 
that fears of a runaway commodity price inflation may 
prove to be unfounded—thus eliminating any excuse 
whatever for New Deal experiments in price control. 
In recent months supply-demand factors have produced 
a temporary price squeeze, aggravated as always by 
opportunistic speculation. But profitable prices are 
already bringing out increased production, which is the 
most effective of all price regulators; and the current 
sober performance in most commodity markets shows 
that the “inflation fever” has toned down considerably. 

Against this it is argued that production is not free to 
increase as it normally would, under favorable price con- 
ditions, because of shorter hours and other restrictions 
imposed by union labor. The answer is that improved 
machinery and better managerial methods are continuing 
to increase the productivity of labor. In February, ac- 
cording to the National Industrial Conference Board, 
the hourly wage in twenty-five industries averaged 9 per 
cent higher than in 1929, but the average cost of labor 
per unit of output was 11 per cent lower. Once again, 
despite all obstacles, American industry is demonstrating 
its unmatched genius for turning out goods. 


STEEL BUYING SLACKENS .. . New steel business is 
showing a moderate decline. This is not surprising be- 
cause very heavy orders were booked in March, because 
the mills have very little steel for second quarter ship- 
ment and because consumers are generally well covered 
as to second quarter requirements. Backlogs of business, 
however, are still extraordinarily large and steel produc- 


tion shows no let-down from recent rate at 91 per cent 
of estimated capacity. 

Prices of steel scrap have weakened with opening of 
navigation on the Great Lakes. No doubt this market 
has also been influenced to some extent by the recent 
reaction in non-ferrous metals, following weeks of over- 
speculation in London. At any rate the initial weakness 
in scrap has brought out a considerable volume of the 
metal which previously had been held for higher prices. 

The steel industry’s prospect appears excellent at 
least through this quarter and probably into the third 
quarter. In the interest of stability it is a good thing 
that some of the steam has gone out of the forward- 
buying rush and that buyers are not quite as anxious to 
get third-quarter orders on the books as they were a 
short while ago. The soundest basis for optimism regard- 
ing the steel industry—or any other industry—is a high 
level of consumption. Given any change for the worse 
in the consumption picture, orders can be cancelled with 
surprising speed. In the post-war business boom of 1919 
steel mills were rationing shipments and many buyers 
“padded” orders just as banks sometimes subscribe for 
more of a bond issue than they expect to get. At the 
first sign of trouble, early in 1920, orders were cancelled 
right and left. The position today is not analogous, but 
it is just as well that boom psychology is moderating. 


BIGGER CROPS ... In the farm country the goose 
hangs high, for prices of agricultural products the world 
over are the highest in many years and cash income is 
running more than 20 per cent higher than a year ago. 
This is a good omen for all who will do business in the 
rural sections this year, including the farm equipment 
concerns, the mail order companies, the automobile 
manufacturers and many others. 

Looking farther ahead, however, the sky is far from 
cloudless. High prices are stimulating production not 


only in the agricultural nations but also in those which: 


normally import foodstuffs. High cost of farm imports 
intensifies efforts to develop economic self-sufficiency. 
The German Government, for example, has ordered 
farmers and landowners to utilize every bit of arable 
land at their disposal in order to increase output of 
crops. Italy is steadily increasing her wheat acreage. 
A similar trend is evident in other European countries 
and even in some South American countries which 
formerly imported foodstuffs. 

It takes no clairvoyance to foresee that vastly ex- 
panded farm production by both exporting and import- 
ing countries has in it the makings ultimately of over- 
production and renewed disruption of markets—unless 
the world decides to eat more than it ever did before. 


THE MARKET PROSPECT. . . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 8. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, April 19, 1937. 
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BY CHARLES BENEDICT 


TO THE MEN WHO RUN AWAY 


—_ was a time when men volunteered to lead a 
fight for liberty and the pursuit of happiness, regardless 
of the sacrifice—to die if need be. In these days it 
would be hard even to conscript such a leader. 

Has the courage and independence of our fathers been 
bred out? It would seem so, for today a very sizable 
minority of our people are virtually leaderless and 
scarcely vocal in the face of the gravest questions in our 
national history. 

Those we should look to for leadership are bound by 
the inertia of self-interest, by hesitation to fight for fear 
of the effect of such activities on their business and on 
their personal possessions. They prefer to run away 
from the responsibility which is theirs. 

While the country needs that strong minority leader- 
ship which is the only way in which to establish a sound 
balance in the politics of a democratic government, these 
men are busy in an effort to find new hiding places for 
their wealth and valuables. They seek to establish resi- 
dences in other countries—havens where there will be 
a minimum of taxation— 
practically no possibility of 
war—delightful and equa- 
ble climate —and all the 
soft conveniences and com- 
forts of life—letting down 
those of the people who are 
helpless before the assaults 
of a new political order. 
They cannot even agree on 
a leader nor will they lend 
their support openly and 


themselves with only spo- 
radic and occasional pro- 
test, overcome as they are 
by defeatist psychology. 
And so we sit by im- 
potent and helpless while 
the laws of our land are 
flouted by organized labor 
groups; while the funda- 
mental theories of our gov- 
ernment are threatened 
with such alteration that 
the rights and liberties of 
both ourselves and our pos- 
terity are endangered. 
Yet a national minority 
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under strong and courageous leadership, fired with a 
patriotic zeal, can move mountains. 

In the last decade we witnessed the rise of various 
minority groups to power and importance without such 
impelling cause that exists today. 

In the summer of 1919 a small minority of seven so- 
called “willful men,” led by Senator Lodge, successfully 
combated a majority in Congress, and even in the coun- 
try as a whole, and saved this nation from involving 
itself in European intrigue; for which we have every 
reason to be grateful today. 

Nor can we forget the valor of William Jennings Bryan 
who, as a penniless young man, single handed, waged a 
fight, and almost won in spite of overwhelming odds, 
against powerful interests with millions to spend. The 
example of his courage will inspire men for generations. 

Such instances show what can be done where there is 
the will and the principle to fight for. 

Let us not run away. This is our beloved coun- 
try. Let us preserve its abundant fruitfulness and 
freedom for all. How 
quickly it can decay should 
the machinery of produc- 
tion stop! There would not 
be supplies to last us more 
than a very short space of 
time. While it took gen- 
erations of effort to build 
what we have today, it 
could all be torn down in 
a single night. 

Is life so sweet that men 
should fear to venture? 
Have the comforts of a 
modern age made our big 
men so soft that they can- 
not endure the thought of 
discomfort or even hard- 
ship? Or have their brains 
and wits developed along 
material channels so that 
they are helpless before the 
onslaught of ideas? 
“Breathes there a man with 
soul so dead, who never to 
himself hath said, this is 
my own, my native land” 
—and who is unwilling to 
fight for it? 
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What’s Ahead for the Market? 


BY A. T. MILLER 


—_ intermediate reaction in the market has now 
been followed by more than a week of better action, 
although on continued small volume. As this analysis is 
written, average prices are moderately above the lows 
established during the second week of the month. In 
such a situation, the foremost question is: Will recent 
lows hold, thus establishing a firm base of resistance 
from which renewed advance may be undertaken? 

In a market made abnormally thin 
by the various restrictions now applic- 
able to speculation, we have seen prices 
fade rapidly and sharply on insignificant 
volume. Many have had the experience 
of buying a stock when the daily vol- 
ume was 3,000 to 5,000 shares, only to 
see it dwindle to 200 or 300 shares in 
the March-April correction, making it 
virtually impossible to liquidate even a 
moderate block of stock, whether for 
purposes of switching or otherwise, 
without breaking the quotation further. 
In the sharp and brief reaction of last 
April we had the first demonstration of 
how a regulated market would respond 
when demand temporarily dried up and 
a little selling came in. That experience has been dupli- 
cated in recent weeks. 

Since the technical habits of the markets have been 
so greatly altered, technical “signals” must be taken 
with a large grain of salt. With this reservation, it may 
be said that the current internal indications appear 
favorable, suggesting the probability that a sound base 
of resistance is in process of being established. More 
important, business volume and earnings remain favor- 
able; the general tenor of the news from Washington 
is now less disturbing than it was a few weeks ago; the 
Supreme Court’s Wagner Act decisions have eliminated 
one major speculative uncertainty; and many _ stocks 
have come down to levels at which it is quite likely that 
a better grade of investment demand will be met. 

We therefore are of the opinion that the level repre- 
sented by 177 on the Dow-Jones daily industrial aver- 
age and by 112 on our index, which is carried in the 
accompanying graph, is unlikely to be penetrated in any 
further nearby reaction. If so, that would represent a 
percentage correction somewhat less extensive than that 
experienced a year ago and also less than the maximum 
intermediate reaction of 15 per cent that we allowed for 
in this discussion a fortnight ago. 

To be on the safe side, speculatively speaking, we con- 
clude that the 10-point range in our average between 115 
and 105 can be regarded as an attractive range for select- 





ive purchases. In the Dow-Jones averages this would cor- 
respond, roughly, to range of 183-170 for industrials and 
61-55 for rails. Barring some unexpected and unpre- 
dictable turn for the worse in the news factors, we 
rather doubt that the lower levels here pictured will be 
reached. On the other hand, several weeks of quiet 
backing and filling appear more probable than quick and 
enthusiastic resumption of the advance. 

A fortnight ago the must important 
factors of immediate market concern 
outlined by us were the President’s 
warning against rapid expansion in dur- 
able goods and price-raising in such 
goods; reaction in Government bonds: 
and uncertainty regarding the Govern- 
ment’s credit and monetary policies, 
especially as regarded the price of gold. 

The rumor that the price of gold 
might be lowered has now been thor- 
oughly squashed by official denials. This 
means that the Administration has not 
vet determined upon any practical man- 
ner in which the undesired flow of gold 
from abroad can be halted, nor hit upon 
any method by which the Treasury can 
be relieved of the financial burden represented by 
purchases of gold for the inactive gold account, now 
amounting to more than $400,000,000 and still rising. 

The decline in Government bonds, paralleled by cor- 
porate bonds, appears to have ended with a renewal of 
open market purchases by the Federal Reserve System. 
thus partially reversing the credit restriction moves 
made by ordering increased reserve requirements. Evi- 
dently some banks have concluded that Government 
bonds once more are attractive, since the most recent 
weekly condition statement of the member banks in 
leading cities shows a substantial net increase in such 
holdings, as well as further expansion in commercial 
loans. 

As a result, member bank credit is currently tending 
to expand again, after substantial contraction during the 
first quarter of the year. Moreover, the Treasury is 
once more in the market for “new money” and while its 
borrowing will take the cautious form of weekly bill 
issues, this amounts to a renewal of the defict financing 
which has played so big a part in financing the bull 
market, and which the Treasury thought had _ been 
terminated some months ago. 

President Roosevelt’s budget message to Congress, 
expected before this issue of Toe Macazine or WALL 
Srreet reaches its readers, should go far to clarify the 
Federal fiscal outlook. Far be it from us to pretend that 
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In our opinion, the stock market's recent average lows will not 


be importantly penetrated in any further reaction. 


Within 


possible range of 115-105 in our composite index selective 
investment and intermediate trading purchases are favored. 


we have any ability to forecast what Mr. Roosevelt will 
do. We venture the guess, however, that the fiscal 
problem created by the fact that revenues have fallen 
far under Treasury estimates will be met rather more by 
further borrowing than by either large-scale economies 
or important 1937 changes in taxation. 

Pulling this all together, the net result is that the 
moves of the control authorities at the moment are once 
more pointing in a generally inflationary direction, 
whereas both in words and action the opposite had been 
true through most of the first quarter. Tentatively, this 
confirms the view we have long held—namely, that while 
the Administration desired to check boom tendencies in 
the stock and commodity markets, in neither can it 
stomach any reaction of sufficient scope to impair the 
husiness outlook. 

As a matter of fact, there has been no excess in stock 
speculation and no over-expansion of industrial }roduc- 
tion, either as to durable goods or consumer goods. The 
only valid basis for the recent inflation fears expressed 
at Washington was created by the sharp rise in commod- 
ity prices during the third quarter of last year and the 
first quarter of this year. The commodity boom, fortu- 
nately, has met with a serious check; and the behavior 
of most commodity markets of the past two weeks can 
give scant encouragement to any speculator banking on 


a run-away inflation. Widespread talk of shortages a 
few weeks ago has now been replaced by conjecture 
as to how much profitable price levels will stimu- 
late production of this or that commodity in coming 
months. 

We had our greatest period of prosperity on generally 
stable prices; and if the country can now turn its 
thoughts from prices to production it will be a healthy 
and highly bullish business and stock market factor. 
Volume is the important thing. What it can do for cor- 
porate profits is strikingly shown in the score or more 
of first quarter statements that have come to hand, the 
aggregate gain over a year ago having been 58 per 
cent. 

The great majority of first quarter reports will be 
favorable. Their publication, together with indications 
that second quarter business will at least maintain the 
present high level, should contribute to firmness in the 
general run of stocks over the near term. 

It is not to be expected, however, that percentage gains 
in volume and earnings will continue to make as favor- 
able a comparison with the figures of a year ago as was 
the case in the first quarter. Our adjusted business index 
experienced a spurt of about 12 per cent in the second 
quarter of last year. The higher the year ago level, the 
less statistically favorable becomes the comparison. 
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New Government 


Financial Policy 


Impends 


As raw evening darkness closed 
around Washington on April 4 
and as most of officialdom dis- 
ported itself at Sunday teas, the 
Federal Reserve system announced after a two-day 
meeting of its open market committee that it would 
resume open market operations the following day. Its 
announcement, although terse, was eloquent in its dis- 
closure of how important the Government considers the 
drop in bond prices which marked the past two and a 
half months. 

Whether recent bond price declines are a passing flurry 
or a reversal of the long-term interest rate trend is a 
question which can be debated evenly for some weeks 
to come. But since April 4 the Government has not been 
neutral on this question, and one of the most potent fac- 
tors in the outcome—perhaps the determining factor— 
is the Government’s intended course of action. 

Probably each Federal 


BY FRANK M. LYNN 


ernment bonds had been going 
down, down. 

Among the conferees, the crit- 
ics of the final decision are un- 
derstood to have asked vainly for a clear statement of 
what the system was trying to achieve by its open mar- 
ket operations. It would keep the market “orderly” but 
within what limits? It might aggressively support the 
market but at what level? The answer to these vital 
questions lie inchoate and unexpressed in the back of 
official minds, betraying their presence only in chance 
remarks. 

There is a Washington yarn, probably apocryphal, 
that President Roosevelt, as a private investor, told his 
old friend and neighbor, Henry Morgenthau, Jr., last fall 
that he wasn’t interested in the Treasury’s new bond 
yielding only 214 per cent. Whether fact or fiction, this 
tale contains a nub of truth. It epitomizes a growing 
feeling in Washington that 
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perhaps long-term rates 
have fallen too low—a feel- 
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conditions provided that they arrived at that basis in a 
slow and orderly fashion and not after wild gyrations. 
If bond prices continue to drop, this 3 per cent yield line 
may become the financial Marne at which the Federal 
Reserve is called upon to see that “they shall not pass.” 

Some officials, especially within the Federal Reserve 
organization, are beginning to argue, however, that easy 
money is a relative condition, drawing its significance 
from the contemporaneous levels of prices, employment 
and production. Three per cent may be just as cheap 
money now as 214 per cent was six months ago, they 
argue. Apart from its economic validity, this argument 
is profoundly disturbing to bond dealers and buyers, 
and this sort of talk leads straight into an explanation 
of how the Federal Reserve happened to be called on 
to re-enter the market. 

Why was official intervention necessary? What was 
the matter with bonds, particularly Treasury bonds? 

Turning back six months, the most astute Treasury 
advisers begin their explanations with the tri-partite 
monetary agreement of September, 1936. That agree- 
ment, in their opinion, convinced the speculative-minded 
and the owners of timid capital that the appreciation 
possibilities for gold were over, that the future lay with 
equities and commodities. A movement away from gold 
got under way bringing about phenomena like the enor- 
mous gold imports into the United States during the last 
quarter of 1936 almost all of which went for the pur- 
chase of securities. 

Commodity and stock prices began to move rapidly. 
The Labor department index of commodity prices, 
which had advanced 1 per cent in the nine months 
ended September 30 jumped 6 per cent in the en- 
suing six months. Common stock prices, as mea- 
sured by the Standard Statistics index, advanced 
14 per cent in the six months following Sep- 
tember 30 compared with only 8 per cent 
in the preceding nine months. 

Equity and commodity prices moved up 
so rapidly that recently they have gen- 
erated fear of their own stability and 
talk of inflation, but that is a slightly 
different story. All that was neces- 
sary to convert the higher stock 
and commodity prices into a 
bond scare was old-line classical 
economics. I quote from a typi- 
cal college textbook: “During 
the part of the business cycle 
characterized by rising prices, ... 
interest rates increase, bringing 
a fall in bond prices.” 

This old eccnomics tag was 
dusted off and circulated as new, 
up - to - the - minute investment 
advice. An approaching era of 
tight money was envisaged. In- 
terest rates were bound to go up 
and bond prices down. The 
steadily growing volume of com- 
mercial loans made by banks 
was cited as a reviving demand 
for credit which was destined to 
compete with bonds for invest- 
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ment funds even though as yet banks as a whole had a 
plethora of idle capital not to mention idle money in 
the hands of individuals and institutions. 

On top of this general discussion were rumors about 
Treasury bonds especially, most of them with some foun- 
dation in fact. One story was that the social insurance 
law, whose reserves are expected to absorb $40,000,000,- 
000 of Federal securities over the next few decades, 
would be amended to abolish the reserves and their po- 
tential demand for Government bonds. President Roose- 
velt has said that he favors revamping the reserve sys- 
tem—but not for some years to come. 

Other reports were that the budget would continue to 
be unbalanced until July 1, 1939, at the earliest, despite 
the President’s prediction in January of a “layman’s 
balance” beginning July 1, 1937. These reports probably 
will be confirmed—but may be refuted—between the 
time this is written and is published by the announce- 
ment of the President’s 1937-38 relief estimate and re- 
vised budget for the year ended June 30, 1938. At this 
writing it is difficult to see how he can keep relief in the 
New Deal manner down to a figure small enough to 
allow for a balanced budget within the next 15 months. 

Climaxing all these rumors about the uncertainties of 
Government finance, income tax collections in March 
failed by $140,000,000 to fulfill the Treasury estimates. 
Moreover, $135,000,000 in railroad pension taxes were 
tied up in litigation, windfall tax collections had been 
postponed, and altogether (Please turn to page 54) 











A Forecast of Coming Business 
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O.: pAY last week we ran across an 
old friend who is a salesman attached 
to the New York City office of a well 
known steel company. 

“Pretty busy these days?” we asked. 

“On the contrary,” said he. “All I’m 
doing is sitting in the office, taking 
such orders as come in from our regu- 
lar customers—and on the basis of de- ss 
livery not before August 1, at the price 
then prevailing. Never saw anything 
like it before. A year ago I was walk- 
ing my feet off, trying to uncover a 
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little business.” 

Now, of course, the picture pre- 
sented by this incident does not apply to all business, 
but it does apply to an extraordinary number of indus- 
tries which are now operating at close to practical capac- 
itv, allowing for limitations due to shortage of skilled 
labor and to obsolete equipment. The area over which 
boom conditions prevail has widened considerably dur- 
ing the past six months. In textiles, floor coverings, 
house furnishings and some of the newer lines of house- 
hold equipment buyers are clamoring for preferential 
treatment of their orders as deliveries fall behind. 

Surveying this scene, one can get two directly con- 
trary reactions. The first reaction is one of gratification 
at the evident breadth and momentum of the recovery 
tide. The second reaction is one of doubt as to how 
long this feverish pace can last without some reaction. 
Certainly the conditions existing in some markets are 
those which are more likely to appear near the end of 
an upward movement than near its beginning. 

Since when have the sales departments of any consid- 
erable number of manufacturing concerns been able to 
stop hustling, relax and condescendingly accept the best 
of the orders that pile in upon them by mail, by tele- 
graph and even by personal visit of customers to the 
head offices? Not since 1919, when the post-war boom, 
shortages of skilled labor and scarcity in many goods 
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sent commodity prices to the roof. From the perspec- 
tive of time it is easy to see that the 1919 business spree 
and price squeeze was wholly abnormal. 

As a matter of fact, it takes but a moment’s reflection 
to realize that in America’s competitive economic sys- 
tem, with its unmatched genius for production, a sellers’ 
market is always an abnormal and temporary thing— 
and especially so in time of peace. In every past period 
of frantic bidding for goods, production has never re- 
quired any extended length of time to overtake con- 
sumption. In every past commodity squeeze, prices were 
soon either flattened out or sent tumbling down under 
the impact of enlarged production or consumer resis- 
tance or both. Only under conditions set up by pro- 
tracted war has anything resembling a sellers’ market 
ever endured for much more than a year. 

The question, then, is not whether the recent fast pace 
in business expansion will continue indefinitely. We 
know that it will not. We know that even in our record- 
breaking boom of the ’twenties the upward cycle was 
marked by business and stock markel reactions—by re- 
actions in the market in 1923 and 1926; business reac- 
tions in 1924 and 1927. What concerns us is the timing 
of the next recession and the question of its probable 
importance. 
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el us emphasize herewith that we are not talking 
zbout the ultimate peak of the underlying cycle of ex- 
pansion that began early in 1933, that took hold posi- 
tively in mid-1935, that took most heavy industries out 
of the red by the close of last year and that has now 
been proceeding with virtually no significant interrup- 
tion for about two years. 


Official Warnings 


Some long range doubts have been raised by forebud- 
ings publicly expressed by President Roosevelt, especially 
as regards certain recent price tendencies in some indus- 
tries and as regards the present tendency of activity in 
durable goods to expand at a faster pace than that in 
consumer goods. The fact is of course that output of 
durable goods during the depression years declined much 
more sharply than did that of consumption goods. Capac- 
ity in such industries was excessive in relation to the 
demand then prevailing, expenditures for producing 
equipment were avoided and vast and cumulative defi- 
ciencies in durable goods were created. As always when 
recovery begins to broaden out there comes a point 
where producers are surprised by a congestion of orders 
for which facilities are not immediately adequate. For- 
ward buying, “padding” of orders and commodity specu- 
lation additionally stimulate the upward movement. 

Yet the appearance of a boom in production—most 
striking in the wage and price advances of the past six 
months—is more superficial than real. Federal Reserve 
Board indexes show that output of durable goods now is 
some 18 per cent lower than in 1929 and volume of con- 
sumers’ goods 14 per cent under the 1929 level. This is 
without allowance for cumulative deficiency of durable 
goods set up in the depression and estimated by the 
Brookings Institution at $25,000,000,000 as of the close of 
last year; and it is also without allowance for addition 
of some 5,000,000 in population since 








Both the supply-demand factors and the Government’s 
“controls” are moving in the direction of eventual re- 
tardation of the present advance. On the supply side, 
favorable prices are steadily inducing increased produc- 
tive effort, and the sharp reaction in many commodity 
markets during recent weeks throughout the world may 
be taken both as a correction of an overdone speculation 
and a forecast of increased supplies in coming months. 
On the supply side also, hundreds of manufacturers have 
been expanding and modernizing production facilities, 
and the results will be increasingly felt during 1937. 

On the demand side, the sharp advance in raw mate- 
rials and in wholesale prices of general merchandise dur- 
ing the past six months has barely begun to be reflected 
in retail prices, although these now are about 6 per cent 
higher than a year ago. By autumn it is reasonably 
certain that the buyer of general merchandise will find 
store prices for apparel and house furnishings 10 to 25 
per cent higher than a year ago. 

Such a retail price rise will inevitably cut into the 
purchasing power of many groups of consumers and 
must be anticipated as a trade obstacle. The spectacu- 
lar wage increases of recent months have been concen- 
trated largely in industries which were already paying 
relatively good wages, notably in steel, automobiles and 
electrical equipments. Such increases represent additional 
purchasing power for those receiving them, but since the 
cost of wage increases in the majority of instances has 
been passed along in higher prices the effect is reduced 
purchasing power for millions whose incomes have not 
increased or have increased less than the cost of liv- 
ing has risen. 

It is certain that by autumn the approximately 3,500,- 
000 persons on governmental payrolls and the 5,000,000 
on relief will feel an appreciable dent in their purchasing 
power. It is probable that more than 10,000,000 work- 
ers in trade, in the utilities and in service occupations 








1929. It is common knowledge that activ- 





ity in construction, in railroad equipment 
and in utility equipment remains far be- 244 
low former boom peaks. 

In short, assuming no insuperable ob- 
stacles are set up by union labor’s drive 20 
for more favorable terms, by a run-away 
spiral of wage-price inflation or by un- 
sound governmental regulatory policies, 
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there is valid reason to assume that past 








history will repeat itself and that the 
peak of the present basic expansion 
cycle will prove to be a level substan- 
tially above that attained in 1929. It is 
to be doubted that such a level—requir- 
ing a huge additional gain in construc- 
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tion and substantial further expansion 
in both durable and consumption goods 
—can be attained before 1939 or 1940 
at the earliest. 

Meanwhile, however, it is not to be 
expected that we can indefinitely avoid 
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paying some kind of penalty for months 
of commodity speculation, abnormal 


























forward buying, over-fast rise in prices 
and feverish expansion of production. 
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sure what part Federal spending and 
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MANUFACTURING PRODUCTION 


Federal deficit financing has played 
in the business recovery of the past 
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several years but it cannot be doubted 
is that it has been a very important fac- 
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tor. Largely due to the New Deal’s 
deficit financing, total loans and in- 
vestments of member banks of the 
Reserve System expanded at the rate 
of about $1,680,000,000 a year from 
April, 1933, up to the middle of last 
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year. Then the Reserve Board made 
its first increase in reserve require- 
ments and smart bankers, alive to the 
significance of this move, began sell- 
ing their Government bonds. As a 
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result, despite a very substantial in- 
crease in commercial loans, total 
member bank credit expanded by 


















































only some $400,000,000 between last 
July and the end of the year or a 
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rate of expansion about half that of 
the preceding several years. 














will likewise feel the pinch. It is possible that another 
vitally important group—the farmers—will find matters 
by autumn not quite as favorable as they are today, for 
larger plantings and official forecasts that we are not 
likely to have a “dust bowl” drought as serious as that 
of the past several years suggest the probability of lower 
fall prices in many farm products, while, on the other 
side of the picture, farmers will inevitably pay consid- 
erably more for their autumn purchases of general 
merchandise. 

Moreover, if we assume—as seems reasonable—that 
wages are now stabilized for some little time in steel, 
the motor industry and others which recently have 
bowed to worker demands, it has to be borne in mind 
that the purchasing power of these workers is now at 
maximum and that without still further increase in 
wages, higher prices in coming months will reduce their 
real weekly income. 

We turn now to the factor of control by the Federal 
Government. We have had various public warnings 
from high officials, including the President and the Gov- 
ernor of the Federal Reserve Board. The officials cannot 
talk business or the markets down, any more than Mr. 
Hoover was able to talk them up; nor can the Govern- 
ment change the picture materially—except perhaps in 
some influence on psychology—by stopping its own pur- 
chases of steel, copper, cement and other durable goods 
so far as possible, and announcing that it hopes to direct 
its spending so as to benefit‘consumer goods. The Gov- 
ernment cannot stimulate consumer goods any more 
than it is now doing except by substantially increasing 
its outlay for relief, which it does not wish to do; and 
if it did, the greater activity of consumer goods would 
of itself create greater demand for the capital goods 
with which consumer goods are made. 

But the Government can—and has—put on the brakes 
in its credit policy; and past financial history shows that 
there is a definite relationship between changes in the 
volume of credit or in the pace of credit expansion and 
the future course of business. We cannot precisely mea- 
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During the first three months of 
this year further heavy bank liquidation of Government 
bonds much more than offset further gains in commer- 
cial loans, with the result that by the close of March 
total member bank credit had declined by nearly $500,- 
000,000 from the December figure, cancelling all of the 
credit expansion since June, 1936. 

The initial April banking statistics show a reversal of 
this deflationary credit trend, due partly to further rise 
in commercial loans but mainly to a turn by some banks, 
especially in the Chicago district, back to purchase of 
Government bonds at the reduced prices recently pre- 
vailing. Forecasting the trend of bank credit over the 
next few months is exceedingly difficult. No one, out- 
side of the Reserve Board, knows the exact objective 
underlying recent resumption of open market purchases 
of Government bonds by the System. This represents 
in part an about-face from the deflationary changes in 
reserve requirements. It has for the present halted liqui- 
dation of Government bonds by member banks, at least 
in the aggregate; and for the latest week reported has 
even induced some bank purchases. 

It is utterly beyond forecast, however, whether that 
portion of bank credit represented by investments in 
Governments will decrease in coming months, remain 
about at its present level or show renewed rise—for we 
not only do not know the nearby credit objective of the 
Reserve Board, we also do not know what the Treasury’s 
fiscal program is going to be. The President’s budget 
message, expected momentarily, may or may not clarify 
the picture. 

But in any event it appears probable that the rate of 
expansion in total member bank credit this year will 
fall much short of the $1,680,000,000 annual rate experi- 
enced for more than three years prior to last July. By 
how much it will do so depends chiefly on the trend of 
commercial loans and the changes, either up or down, in 
bank holdings of Governments—all other forms of bank 
credit, such as loans on securities, brokers’ loans and 
loans on real estate being unlikely to experience major 
nearby change in volume or (Please turn to page 59) 
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Decentralization, Development of Markets, 


Labor Supply and Transportation Saving 


Dictate Many Moves and Expansions Which 
Are Making Over the Map of America 


Great Shifts of Industry in Progress 


BY PRESTON FIELD 
Part II 


“B EFORE THE WAR” and “after the war” is the way all 
countries have of marking off the great periods in their 
calendars. Now a new marker tat is coming into gen- 
eral use is some reference to the depression. This is 
particularly true in reports and reviews of economic facts 
and tendencies such as have recently poured into the 
offices of Toe Macazine or WALL Srreet in connection 
with this study of migrating industry. Those reporting 
seem to feel that the depression, which began to be felt 
in 1930 and is now generally regarded as practically over, 
was a sad interlude in Amer- 


getting a little dubious about the “industrialness” of this 
human activity, although it quoted the United States 
census of 1931 as putting the value of the products of 
the motion picture industry at $119,000,000, which is 


also the figure given for the entire state. 


Only petro- 


leum refining vies with motion pictures in value of out- 
put, and this decidedly industrial industry is highly con- 


centrated in the Los Angeles territory. 
new plants which went westward in the golden decade 
of 1920-1929 were eastern plants born again in the golden 





ican history untrue to type, 
which ought to be forgotten 
as soon as possible. Now and 
then, however, one seems to 
recognize that hard times are 
normal a considerable part of 
the time in the United States, 
because American history 
seems to be made up of peri- 
ods of feverish expansion fol- 
lowed regularly by times of 
desperate disillusion. Almost 
everywhere there is a tend- 
ency to locate the past on the 
other side of 1930, and to re- 
gard modern American his- 
tory as beginning since recov- 
ery became manifest, say 
about 1934. 

The state of California is 
particularly inclined to re- 
gard the modern year 1 as 
being 1934 A. D. In that year 
of brightening industrial skies, 


Nationally Known 
Have Located in 


Acme White Lead 

Air Reduction 
American Brake Shoe 
Allied Chemical & Dye 
American Cyanamid 
American Manganese Steel 
Anaconda Wire & Cable 
Armour & Co. 

Bates Valve Bag 

Bell & Howell 

Bethlehem Shipbuilding 
Bethlehem Steel 
Blaw-Knox 

Borden Co. 

California Packing 
Canada Dry Ginger Ale 
Carrier Engineering 
Chrysler Corporation 
Coca-Cola 

Continental Baking 
Continental Can 
Cudahy Packing 

Doehler Die Casting 
Dow Chemical 


the Los Angeles Chamber of See ga i. 
Commerce put out a booklet  Fester-Wheeler 


Garlock Packing 
*General Cable 
General Electric 
General Foods 
General Mills 
General Petroleum 


on Los Angeles County, in 
which little glory goes to the 
motion picture industry, ac- 
tually first in value of its 
product. It would almost ap- 
pear that the Chamber of 
that remarkable country is 


*Site purchased for factory 


Companies Which 
Los Angeles and 
Vicinity During the Industrial Flux 


Goodrich Rubber 
Goodyear Tire & Rubber 
Heywood-Wakefield 
Hormel, George & Co. 
Irving Airchute 
Johns-Manville 

Karpen & Bros., S. 
Kraft-Phenix Cheese 
Libby, McNeill & Libby 
Linde Air Products 
Lockheed Aircraft 
Loose-Wiles Biscuit 
National Biscuit 
National Battery 
National Lead 

Owens Illinois Glass 
Pittsburqh Plate Glass 
Procter & Gamble 

R. C. A. Victor 
Sherwin-Williams 
Simonds Saw & Steel 
Standard Brands 
Swift & Co. 
Technicolor 

Truscon Steel 

Union Carbide & Carbon 
U. S. Gypsum 

U. S. Industrial Alcohol 
U. S. Rubber 

U. S. Steel 
Westinghouse Electric 
Willard Storage Battery 
Willys-Overland 
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Many of the 


state. That was the period 
in which decentralization got 
started in a big way. 

Los Angeles rode the crest 
of the wave. Its international 
trade commissioners combed 
South America and Europe 
for incoming trade and export 
markets for branch factories 
when duly established in Los 
Angeles or thereabouts. One 
hundred and sixty nationally 
known companies were iden- 
tified in the Los Angeles coun- 
try in 1934. Of these, all but 
a few arrived before the down 
and out year of 1932. But 
even in that mournful time 
such national industrial out- 
fits as Canada Dry Ginger Ale 
Company, Chrysler Corpora- 
tion, Dow Chemical Com- 
pany, Faulk Products Com- 
pany, Lockheed Air Craft 
Corporation, Loose-Wiles Bis- 
cuit Company, and Sherwin- 
Williams of Cleveland estab- 
lished themselves there. 

The Pacific Coast and 
mountain group of states 
gained four million people— 
almost exclusively native 
born—in the last fourteen 
years, and pushed its great 











Courtesy Mathieson Alkali 


The new Mathieson Plant at Lake Charles, Louisiana. 


cities out into the front rank of national communities. 
The depression has redistributed population but has not 
reduced it; on the contrary, hard times have boosted 
population in many regions. 

You can get a good angle on the extraordinary turn- 
over in settlement trends that has come in recent years 
when I tell you that the “coast” is openly fighting at 
Washington for the repeal of the long and short haul 
clause of the Inter-State Commerce Act, as well as for 
more and more irrigation, on which in the beginning, it 
considered, rested the law and the prophets of western 
industrial blossoming. In those narrow old days the 
coast cities wanted to feed on the back country. Now 
they want the back country to get all it can out of any 
advantage it may have from being nearer to eastern 
markets, so that the back country can have people as 
well as land. 

Kk. C. Ingram of the Southern Pacific 
system, writing from San Francisco, con- 
cedes that during “the depression” period 
just passed, there was a decided drop 
in the westward hike of eastern manu- 
facturers, but with the never-say-die 
spirit of the west, he gives a figurative 
three cheers for the good times to come 
and lists new towers of strength in the 
far western empire. These include Gen- 
eral Motors’ new plants at Los Angeles 
and Oakland; the Spreckles Sugar Co. 
stands for home-town expansion; while 
the Owens-Illinois Pacific Coast Co. is 
actively producing bottles and _ glass. 
Then there is Armour & Co., which rep- 
resents expansion in meat packing, Mas- 
sey Harris in agricultural implements. 
and Du Pont in paints and lacquers. 
Studebaker has put up a big assembly 
plant and the Hudson Motor Co. a dis- 
tributing warehouse. Other companies 
which could be cited for Pacific Coast 
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expansion would include Certainteed 
Products, U. S. Radiator and Sears, Roe- 
buck. 

Besides all these, the city of San Fran- 
cisco and its environs have witnessed 
the expansions of several old establish- 
ments. Among them are the General 
Electric Company, Glidden Co. (paints), 
Standard Brands of California, the 
Goodyear Rubber Company, etc. Mean- 
while the city of Oakland gets right 
down to date with fourteen new trade 
entities captured as late as 1936. 


Washington and Oregon and _ northern 
California. The forests make the Pacific 
coast the leader in the production of 
staple Douglas fir, and second only to 
the whole southern pine area in the out- 
put of softwood lumber. Lacking sorely 
in considerable deposits of coal, which 
are practically confined to northwestern 
Washington, the Pacific coast in its southern end has 
uncovered incredible quantities of fuel in the shape of 
petroleum and natural gas. 

Lacking water in some parts, especially east of the 
Cascades in the north and east of the Sierra Nevadas in 
the south, the incredible west has turned the Colorado 
and other rivers, and pierced the earth to supplement 
the surface waters. Artificially recovered water is al- 
ready sufficient to provide for ten million people in the 
south, and there will be more. Water and power go to- 
gether. Thus are power, and water, the equivalent of 
fuel, being brought to the arid and dusty lands of the 
high places north and south. It would seem as if the 
relief and recovery programs of the New Deal Adminis- 
tration were largely concentrated on restoring the unbal- 
ance of primeval nature between the east and the 


Courtesy Continental Can Co. 


Continental Can Co's plant in Los Angeles, Calif. 


THE MAGAZINE OF WALL STREET 






One of the lures that draws industry | 
and people to the mountain and Pacific [ 
west are the great coniferous forests of | 
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west. The east has heard but little of the $200,000,000 
dream of a new type of reclamation work in the San 
Joaquin and Sacramento River valleys, which are to be 
treated as a unit for the purpose of conserving, renewing, 
and increasing water supplies, washing out defiled under- 
ground water, pushing the ocean back, and letting fresh 
water follow it. Thriftily enough, the exploited and 
ejected waters are to be used to furnish power for their 
own utilization. 


Columbia River Developments 


The knowing ones have long said that the Bonneville 
and Grande Coulee developments on the Columbia 
River in Washington and Oregon were merely blinds 
for a political thrust at the privately owned public 
utilities, and the creation of more home lands for the 
“underprivileged.” But these projects, particularly 
Grande Coulee, are in reality far more for irrigation than 
for power. One million, two hundred thousand acres 


will be irregated from Grande Coulee water. The 
voleanic ash soils of the Columbia valley, fifty to one 


hundred feet deep, will be held down to Mother Earth, 
and the large crops from irrigation will supersede the 
low price mass crops of the present extensive cultiva- 
tion. This new tillage will provide a living on the land 
for half a million people. To live off them and the out- 
side world will come another half million of new indus- 
trial and urban population. 

On the other hand the new sources of power inci- 
dentally produced must not be forgotten. “The last 
great bulk of the nation’s raw materials lies between the 
Rocky Mountains and the Pacific coast,” says a Seattle 
champion, “and there is little doubt in my mind that 
this (electric) power will be used to produce finished 
products.” 

“The great outstanding possibility of brand new in- 
dustrial development in the northwest.” says another. 
“is that certain minerals, such as chrome. molybdenum. 
nickel, manganese and other non-ferrous metals will have 





Courtesy of E. I. du Pont de Nemours & Co, 
Prominent in the migration is du Pont. 
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The San Francisco plant is shown here. 
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Courtesy E. I. dw Pom, de Nemours « 


Checking Color in du Pont's San Francisco Plant. 


their day in the sun when cheap power is brought to 
them.” 

Seattle, Portland, and Tacoma can never blind their 
eyes to Alaska. To them it is always the great unpeo- 
pled land which certainly must one day have a popula- 
tion that will live on its enormous resources and pay 
tribute to the northern ports of the mainland. Equally 
northern parts of Europe support ten million people with 
far inferior resources. While waiting for Alaska to come 
in (it is already in with its fisheries and certain min- 
erals) the westward minded people of the northwest re- 
joice in their incomparable forests, which now give their 
coastal and mountain strip an income 
dollar that is sixty-five cents a forest 
dollars. 


East of the Rockies 


In the Central West the fat black 
lands of the Mississippi bottoms are cer- 
tain to gain vastly by the combination of 
floods and drouths. The water floods are 
bringing golden floods of public money 
to bring them under control, while the 
drouths push the exiled farmers to the 
lush lands of the east. The cities 
“toward the west of east” such as Nash- 
ville, Louisville, and Memphis will profit 
much by this double-headed tendency. 

Looking toward the bottom of the 
great continental central valley of the 
Mississippi River, we have some differ- 
ences to note. The dry years and the 
dust storms have more than once dev- 
astated the high plains regions, but the 
real disaster (Please turn to page 51) 
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Produces Profits 
by Integration 


and Conservatism 


BY ARTHUR M. LEINBACH 


alae Oi, Company occupies a 
rather distinctive position among the larger 
integrated oil companies in that it is one of 
only three in this group which has been able 
to produce an excess of crude oil over refin- 
ery requirements under the existing system 
of pro-ration. The only other petroleum 
units which have excess production under 
present conditions are rated as producers, 
having none or little manufacturing and dis- 
tributing facilities for the treatment of their 
crude oil. Continental, on the other hand, 
has a nicely balanced property set-up, with 
adequate refinery capacity to handle most 
of its production in mid-Continent field, 
where the bulk of its crude reserves are located and sales 
outlets for practically all of its refinery output. Although 
undoubtedly the bulk of earnings are realized in the pro- 
ducing division, the company enjoys the inherent pro- 
tection of sufficient refining and distributing plant to 
assure a favorable outlet even under adverse competi- 
tive conditions that have appeared from time to time in 
the development of the oil industry to its present position. 

The rated capacity of all its refineries is about 55.000 
barrels a day, more than half of which is represented by 
the Ponca City refinery, from which the distributing 
outlets have spread out to a sales territory that covers 
27 states with some 1,440 bulk plants and 1,650 retail 
stations. The Ponca City refinery has connection with 
the Great Lakes Pipe Line, which furnishes low cost 
transportation of gasoline to the important mid-west 
marketing territory and also has favorable connections 
with mid-Continent sources of crude supply, a substan- 
tial part of which is controlled by the company. In the 
East, Continental owns a 10,000-barrel refinery at Bal- 
timore. The only important refinery expansion of the 
past few years was undertaken at the Baltimore plant, 
last year, technical improvements having been installed 
in order that new sources of its Louisiana crude might 
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Forest of derricks in Huntington Beach oil fields, Calif. 


be handled to better advantage at this plant and in addi- 
tion, a new 7,500-barrel cracking and distilling unit was 
constructed. 

It is evident from a review of income s! ‘ements, that 
the ability to treat a large part of the crude output and 
to dispose of the refined products at their bulk and retail 
values gave Continental relatively more stable earning 
power during the unsettled conditions prevailing in the 
industry during the past six years, than was the experi- 
ence of companies, large or small, that were engaged 
solely in the production division. For example, in 1933 
when mid-Continent crude oil prices were as low as 25 
cents a barrel and averaged only a little more than 50 
cents for the year, crude producers obviously could not 
operate at a profit, except a few units favored by special 
circumstances. The greater stability of refined prices, 
however, permitted many of the integrated companies, 
including Continental, to operate at a profit. 

In the two preceding years, when refiners profit mar- 
gins generally were lower, when marketing conditions 
were greatly unsettled and when an impaired price struc- 
ture required the absorption of large inventory losses, 
even a well balanced physical layout of properties did 
not assure profits. Neverthless, Continental’s integrated 
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position in the industry is a “hedge” against the wide 
variation of earnings, typical of the oil producer over a 


) long period. Unquestionably, it entitles the shares of 
| the company to a higher investment rating, than would 
be the case if earning power depended upon production 
' alone, notwithstanding the company’s enviable record 


in the crude oil producing branch of its business. 

In appraising the possibilities for future expansion of 
earning power, however, more emphasis would properly 
be placed on the company’s position as a crude oil pro- 
ducer, on the wide future development possibilities of 


' acreage owned and on the policies of the management in 


regard to both the acquisition and development of crude 
supplies. On December 31, 1936, Continental controlled 
1,360,950 acres of which only 93,348 acres or less than 


| 7 per cent were classified as producing and about 1,267,- 


600 acres as prospective. Prospective acreage of an oil 
company might be almost anything and the time has 
long since passed when reputable oil company manage- 
ments make any claims as to the possibilities of their 


| prospective leases until such lands are actually devel- 
' oped and proven. 


The larger oil companies all control vast acreage of 
unproven land. Naturally, the investor is in a quandary 


/ as to what weight should be given to such holdings. 


Probably, the best general rule would be to assign a 
value of “x” to undeveloped leases and to appraise an 


' oil commitment on the basis of proven reserves, and the 


actual earning power which the operation of all of the 
properties as a whole turns up from year to year. In 
the case of Continental Oil, however, the relative value 
of its shares in the oil group would probably be under- 
estimated by such procedure. Indeed it is evident from 


_ the record of share prices and earnings, over a period of 
' years that the consensus of the stock market opinion 
' gives considerable weight to the potentialities of Con- 
_ tinental’s prospective acreage. 


The reason for this has an important bearing on Con- 
tinental Oil shares and is worth further explanation. In 
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HIGHLIGHTS OF CONTINENTAL OIL 


One of the few integrated companies able 
to produce crude oil in excess of refinery 
needs under pro-ration. 


Earned $2.05 a share in 1936, after deduct- 
ing intangible development costs in 
amount equal to $1.92 a share. 


Increased production by 17.8 per cent in 
1936; by 25 per cent in first quarter 1937. 


Net production last year equal to 3.82 bar- 
rels per share; reserves estimated as high 
as 85 barrels per share. 


Spent $95,800,000 in property acquisitions 
and improvements in past eight years; 
fixed assets now carried on books at 
$45,375,000, less reserves. 





the first place, from the earliest days of the predecessor 
company, the Marland Oil Company, it has been one 
of the pioneers in the industry in employing scientific 
methods in the “discovery” of oil reserves. Even as far 
back as when the practical oil man still scoffed at geol- 
ogy, Continental’s predecessor maintained a “brain 
trust” of college trained geologists to co-operate with the 
exploration division. By the time surface geology was 
commonplace in field developments throughout the in- 
dustry, the company had come to regard its geo-physical 
staff as an essential division of its then well rounded 
activities in the oil business. From its earlier days, there- 
fore, acquisition of prospective acreage was never on a 
hit-or-miss basis, although of course scientific methods 
are not infallible in prospecting for new crude reserves 
in wildcat territory. 

The policy of the company is to acquire leases with 
favorable geological possibilities, in large unbroken 
tracts, rather than to endeavor to spread out with check- 
erboard leases, even in promising areas. Consequently, 
it probably does not have representation in as many 
fields as other companies with acreage of similar size nor 
has it benefited as much from chance proximity to the 
discovery wells of competitors or independent operators. 
Its record in field developments has been notably suc- 
cessful, however, and the possession of large unbroken 
tracts has permitted it to conserve new reserves for 
orderly and efficient development. The above generali- 
zations appear to be amply supported by a citation of 
pertinent facts concerning some of the more important 
crude oil “additions” of the company in recent years. 

In the Geneseo Field, Rice County, Kansas, approxi- 
mately 18,000 acres are controlled in a solid block, of 
which 1,500 to 2,000 acres have already been proven 
with 26 efficiently spaced producing wells. In the 
Moundridge Field, McPherson County, Kansas, a tract 
of 6,500 acres is owned on which 32 producing wells are 












































































































transferred to the classification of proven prog 

reserves? How much will be abandoned as tion 

YY i hIs/ barren acreage? No one can answer these who 
iif Y questions—not even the company’s engi-) D 

——K Yj neers and physicists. But the outstanding jp T 

fit on PRODUCTION- CONTINENTAL Olt YY , record of the company in proving important} 

950, Kk oo — wt sections of its prospective oil lands in recent} keey 
pipe rere years, nevertheless, commands attention.) |evel 

900 ue uy RB th 500 When making comparisons with total acre-)) had 

: age figures of the other major oil companies,)) hold 

850} — —_——_— 3 —_ a_i a te 1s 42000 one might well give considerable weight tof ing 

; these facts: (1) that Continental believes) crea 

coo — | i] __ i) i) al Z ; in wildcatting, (2) that it plans its devel- ) nece 
ai NS SY opment procedure accordingly and acquires | tion 

20) y 4 A200 prospective acreage 1n large tracts which} ther 

* ng x permit efficient development, if and when} put 

3 5 i A be Asso & proven, (3) that it has a considerably bet-F as ct 

< , a| ter than average record in proving acreage » dail: 

5 10 4 loo |f acquired at low cost as wildcat territory> A 
2 Z | than the industry as a whole. | the 
S4 VA Ang ®| Because of its excess production over ref mor 

. y ; 2 finery needs, the company is not under im- | for | 

° 3 mediate urgency to increase immediately! have 
tose. | ear |e available crude reserves. This is in contrast? of r 

with the large majority of so-called “inte-| a to 

grated” companies that have to depend upon}, rate 

currently producing about 2,300 barrels daily under pro- open market crude purchases to obtain an adequate re-| com 
ration. During 1936, an extension of the old pipe line finery supply became their own production is severely | ties 
from Ponca City to Wichita was built connecting these curtailed by proration. Crude can be purchased either} pleti 
previously classified “prospective” leases with the Ponca’ at the well or in the form of acreage purchases in} ing : 
City refinery. proven territory—the latter being about the same cost] and 
In Louisiana, the company’s Tepetate field in Acadia as crude at the wells. From the standpoint of stock-| tion 
Parish embraces a solid block of 7,000 acres of which holders, there is little increment of value involved in) A‘ 
about 1,200 acres are considered to be proven territory, the acquisition of proven acreage, although successful! penc 
with 40 producing wells. A 45-mile pipe line to deep development of prospective acreage over a period of| thes 
water terminal makes it possible to ship the 5,000-barrel_ years may build up substantial tangible values behind] 78 p 
daily allowable production from this field to the Balti- the shares in the form of blocked-out crude reserves.| Con 
more refinery. A tract of about the same size in Ver- Continental Oil has never published figures giving! exte 
milion Parish, known as the Abbeyville prospect, has official estimates of proven reserves, and unofficial esti-| follo 
not yet reached the same stage of development but is mates based on outside studies of the company’s field’ inta 
the location of a recent productive well. The discovery developments have varied as widely as from 300,000,000| earn 
well blew in prior to commercial testing of an oil bear- barrels to 400,000,000 barrels, the latter figure being the} are 
ing sand located at around the 12,226-foot level, the equivalent of about 85 barrels per share of common| ther 
second deepest well in the Gulf Coast district, although stock capitalization. Little confidence can be placed in| riod 
present production is from a shallower sand. such estimates, however, because they do not originate! men 
In the prolific Monument, Eunice, Hobbs and Jal from recent studies and probably do not take into ac-| laid 
fields in Lea County, New Mexico, Continental controls count results of the field developments in newer proven, prov 
approximately 125,000 acres, both producing and non- or semi-proven areas. During the unsettled conditions| and 
proven, the latter mostly in large tracts within possible in the ihdustry up to 1934, Continental was not particu- | and 
productive zones, as indicated by field developments to larly a¢tive in field developments and its production! Since 
date. These scattered fields are mentioned because they declined, even though the trend of production for the! fixec 
represent important additions to the company’s proven industry as a whole was irregularly higher. that 
crude reserves in the past few years from acreage, which During the past three years, however, Continental) tom 
prior to their successful development, was listed merely increased its annual net production by more than 25 per | side. 
as prospective acreage. Although acquired as wild cat cent, whereas production for the industry as a whole} set | 
acreage, presumably at low cost, the original selections increased only about 21 per cent. As indicated in the} in c 
nevertheless were made in most instances afté¥exhaus- attached production chart, the company made an even| in a 
tive investigation and testing by the geo-physical staff. greater gain than the industry last year and has ex-| dire 
Estimated production from the several areas described tended the gain so far this year. At the end of 1936,| opm 
above is about 15,000 barrels daily average, or about Continental’s daily average production was running be- | obsc 
30 per cent of the total daily average production of the tween 51,000 and 52,000 barrels and by the end of the} sinc 
company at the end of 1936. first quarter is understood to have increased to more} part 
How much of the 1,267,600 acres of “prospective” oil than 65,000 barrels. These figures are significant because | Velo 
during a period of increased drilling activity, the real | with 


lands held at the end of the past year ultimately will be 
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proven § progress of a producing unit must be appraised in rela- 





oned as§ tion to the trends of production for the industry as a 
rr these?) whole. 
S engl-— During 1936, production from newly discovered areas 


tanding§ jn Texas and along the Gulf Coast necessitated a cutting 
portant} back of allowable production at the wells in order to 
1 recent} keep state production quotas within the recommended 
tention. — levels of the Bureau of Mines. Oil companies, therefore, 
al acre. ‘had to increase their potential production, merely to 
ipanies, | hold their own actual production from declining. Dur- 
ight tof ing the past three months, allowables have been in- 
believesf creased. To show real progress in this period, it was 
) devel- ‘necessary for a given company to increase its produc- 
quires F tion at a faster rate than the industry. It is noteworthy, 

which} therefore, that Continental increased daily average out- 
1 when} put by approximately 25 per cent in the first quarter 
ly bet- : as compared with an increase of about 10 per cent in the 





acreage f daily average output of the industry as a whole. 
rritoryf, Apparently, the company is beginning to experience 
» the advantages of large proven tracts now available for 
ver re-> more intensive development in a period of active demand 
ler im-f for crude oil. Last year, Continental is understood to 
diately) have concentrated drilling activities in the exploitation 
ontrast! of recently proven districts, with the result that out of 
“inte- | a total of 479 wells drilled during the year, only 58 were 
d upon} rated as non-commercial wells or as dry holes. Of the 
ate re-) completed wells, 416 produced oil in commercial quanti- 
verely | ties and 5 produced gas. This high percentage of com- 
either; pletions is believed due partly to concentration of drill- 
ses in} ing activities in the newer proven or semi-proven sections 
ie cost) and partly to the acknowledged efficiency of the explora- 
stock-f tion and drilling divisions. 
ved in As usual, the bulk of Continental's 1936 capital ex- 
cessful! penditures went into leases, wells and field equipment, 
iod of| these accounts totalling about $14,100,000 or more than 
yehind | 78 per cent of total capital expenditures during the year. 
serves.) Continental is one of the few large companies engaged 
giving) extensively in production that still 
] esti-| follows the practice of charging all 
s field) intangible development costs. to 
00,000 earnings in the year that such costs 
1g the) are incurred instead of capitalizing 
mmon| them for amortization over a pe- 
‘ed in| riod of years. Intangible develop- 
zinate| ment costs represent expenditures 
‘(o ac-| laid out in the exploration of both 
roven. proven and prospective acreage 
itions’ and the actual drilling costs over 
rticu-| and above equipment purchases. 
iction Since the company revalued its 
r the! fixed assets in 1932 to an extent 
that reduced depletion charges to 
ental) nominal amounts, it probably con- 


5 per| siders that drilling costs are an off- 
vhole| set to the depletion of oil reserves 


n the} in older properties. Nevertheless, 

even| in an active year such as 1936, the 

s ex-| direct charge of intangible devel- 

1936,| Opment costs to earnings tends to 

x be-| obscure full earnings potentialities, 

f the} since under pro-ration only a small 

more! part of the additional reserves de- 

pause | veloped by such drilling can be Courtesy World Petroleum Pub. Co. 
real} Withdrawn in any one year. Here 
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again, there is no definite way of ascertaining to what 
extent, if any, this particular accounting practice might 
represent “hidden earnings” since there is no available 
measurement of the physical addition to reserves result- 
ing from such development outlay. Intangible devel- 
opment costs of more than $9,000,000 were charged 
against 1936 earnings, however, an amount almost as 
much as the reported net income of the company. 

If nothing more, the accounting practices of the com- 
pany reflect the conservativism of the management. The 
same conservativism is reflected in its policies in regard 
to liquidation of debts and its disinclination to make 
public guesses as to underground reserves. In regard to 
the former, it might be pointed out that, a program of 
debt retirement was completed during the depression, 
resulting in the total elimination of all funded debt 
which once amounted to as much as $50,000,000. Debt 
retirement was not pressed to a degree that interfered 
with necessary capital expenditures for the maintenance 
of properties in good efficient physical condition or to 
acquire promising acreage. As a matter of fact approxi- 
mately $95,800,000 of such capital expenditures were 
made during the eight years up to and _ including 
1936, the bulk of which went into leases and well 
equipment. 

Fixed property assets were carried at the conservative 
valuation of $45,375,000, as of December 31, 1936, after 
reserves for depreciation, depletion and development 
costs that aggregated over $83,140,000. During this 
period of debt retirement and reinvestment of earnings 
in the properties, dividend payments were omitted, dis- 
tributions being resumed in the modest sum of 50 cents 
a share in 1934 and increased to 621% cents a share and 
$1.50 a share respectively in 1935 and 1936. A fixed 
dividend policy has not yet been established. It is pos- 
sible that the management might alter its attitude re- 
garding payments to share- (Please turn to page 51) 
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Typical pumping unit used in oil well production. 











Washington 


BY E. K. T. 





WASHINGTON SEES 


More Wagner act litigation needed to deter- 
mine exact scope of federal collective 
bargaining requirement. 


N LR B actions closely watched by business. 


Renewed move to revive federal control of 
wages and hours. 


Fiscal and credit policies of the administra- 
tion badly confused. 


President’s relief message and spending 
action by Congress the clue to future 
policy. 


Curb on price advances being sought. 





More litigation will be needed to tell just what types 
of businesses are subject to Federal collective bargaining 
supervision. Court majority said it does not extend to 
purely local activity but minority warned it means that 
Federal regulation may reach anything remotely touch- 
ing interstate commerce. Small independent units of a 
major manufacturing industry come under the labor re- 
lations act; so does most any plant buying and selling in 
several states. Local extractive and merchandising firms 
apparently don’t. But a huge integrated “industrial 
empire” corporation might find both its raw material 
production and retailing operations classed as affecting 
interstate commerce. 


State laws requiring collective bargaining may close up 
this twilight zone. But there is agreement that the 
interstate commerce clause has been greatly extended. 
The New Deal “flow of commerce” theory has been 
recognized, though not accepted as a whole. 


Court packing plan will not be dropped by administra- 
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| 


tion, fearful that Supreme Court has not “got religion” | 
permanently. “Five-to-four is too close for comfort.” | 
But luke-warm Congressional supporters are now ready 
for compromise, say at two additional justices instead | 
of six. Reports persist that one, maybe two, conserva- | 


tive justices will retire this summer. 


Labor Board now becomes one of most important New 
Deal agencies affecting business. Its rulings and de- 
cisions must be closely studied. Since Court said it | 
would accept board’s findings of facts, expeetation is that | 
its hearings will now be marked by bitter contests over | 
evidence concerning discharge of union members, en- 
couragement of company unions, bargaining in good 
faith, conduct of plant elections, etc. To date most 
respondent employers have ignored such in firm belief 
law was unconstitutional. 


Employer protection is stressed in Court opinions which 
point out that collective bargaining does not preclude 
agreements with individual workers (implying that 
closed shop not required) ; does not mean union demands 
must be accepted; does not prevent discharge for any 
cause other than union membership. NLRB claims 
all important constitutional aspects of its law are now 
cleared away. This is largely true but many finer points 
will be brought up for legal review in the future. 


Union labor drive will now be intensified. Organizers 
will continue to insist (erroneously) that law requires 
men to join union. Most employers will feel resistance 
to union recognition is futile. Should an employer (say 
Henry Ford) close his plant rather than recognize a 
union that might be held illegal refusal to bargain 
(McReynolds’ dissent so intimated) . 


New N RA bill, long known to exist, may be taken out 
of Administration’s pigeon-hole soon now that Wagner 
Act has been upheld 2nd Supreme Court revamping is 
not so paramount an issue. 
petition in interstate commerce it will prevent sweat- 
shop hours and wages but avoid N RA pitfalls of dele- 
gation of power, arbitrary action, and application to 
local enterprises. Hope is to make it also an effective 
means of price control, at least to the extent of curbing 
advancing prices of finished goods. Drafters were sure 
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it was valid anyway, but Wagner decisions reinforce 
their assurance. 


Commodity price policies are contradictory. Majority 
of New Dealers want higher prices for agricultural prod- 
ucts and labor; minority want brakes put on industrial 
commodity prices and cost of living. Roosevelt will try 
to achieve both, attempting to influence latter by warn- 
ings, anti-trust threats, and talk of less government 
buying. Such talk outrages inflationist bloc in Congress 
which, though not controlling, is influential. 


Fiscal policy of administration is in a mess. Deficit, 
bond prices, tax prospects, spending program, credit 
control, inflation, deflation, are all mixed together. 
Subjected to conflicting counsel, Roosevelt probably 
will not follow definite policy but try to muddle 
through. 


Higher interest rates, moderately, and slight contrac- 
tion of credit are desired by dominant forces in Federal 
Reserve Board to check inflationary price rises. But 
this conflicts with Treasury’s need for more deficit 
financing, made acute by failure of taxes to reach expec- 
tations coincident with drop in bond prices. So Board 
must continue inflationary policies until Treasury gets 
out of the woods. Drastic economies or new taxes 
would solve this problem. 


Relief message of President gives a key. If Congress 
keeps this and other appropriations down and authorizes 
no new spending, budget could be brought into balance, 
permitting credit control machinery to operate as such 
rather than as adjunct to Treasury borrowing. If not, 
outlook is credit inflation or higher taxes—or both. 





Government spending is at last beginning to worry some 
of the spenders, particularly Congressmen who will have 
to reneg on promises of no new taxes unless the spending 
decreases. But they are all for social progress, and 
social progress costs money. 


Congressional 


Corporation surplus tax declines in 





Wide Worta Photos 
The National Labor Relations Board, |. to r.: Donald W. Smith, Chairman J. Warren Madden and Edwin S. Smith. 





favor, particularly since its yield is below estimates. 
But Administration will not abandon it, so Congress 
won't disturb it now. 


Capital gains tax is expected to come up for drastic 
downward revision in the latter part of this session. 
May have decided stock market effect if passed as thou- 
sands rush to take profits which they have heretofore 
denied themselves because of tax penalty. Such re- 
action in security prices, however, should be short-lived. 


Social security amendments will not be considered by 
Congress until Supreme Court decision on validity of 
unemployment, taxes and state benefits systems. Deci- 
sion expected middle of May. S S Board has several 
amendments ready, and so have other interests. 


Banking control and reserve bank ownership by gov- 
ernment is again being pressed by inflationist bloc in 
Congress led by Rep. Patman but with even less chance 
of success than in other years when the Administration 
kept such agitation well under foot. 


Federal power program will expand but slowly unless 
Administration backs down and pools with private utili- 
ties. Reason: markets aren’t expanding as rapidly as 
anticipated, industries aren’t moving into cheap power 
areas in big numbers, domestic and farm outlets are not 
big load builders, so if T V A and Bonneville projects 
build or buy expensive transmission lines they can’t 
amortize costs for years. 


Utility propaganda investigation threatens anew, but 
this time utilities are prepared, claiming their skirts are 
very clean. Also they have plenty of “dirt” on propa- 
ganda methods of public ownership advocates which they 
will spring at propitious moment. 


Building costs worry officials concerned with home 
financing. Home Loan Bank Board has already issued 
veiled warning, may urge its member institutions to 
fight inflationary valuations. F H A considering taking 
more vigorous step by purposely making low appraisals. 








Significant Trends 


im First Quarter Earnings 


What They Indicate for the Security Buyer 


BY F. M. ARMSTRONG 


* 
jm proof of the pudding is in the eating. What the 
rising tide of business activity since the first of the year 
has meant in the dollars and cents of corporate earning 
power will be revealed over the next few weeks as the 
first quarter statements begin to come to hand in 
increasing numbers. The great majority will be favor- 
able. Some, while showing gains. 


on volume. While it quite likely can meet higher costs 
either by marking up the 1938 cars or by “taking some- 
thing” out of the product, it is most reluctant to advance 
prices mid-way in the selling season. Costs have ad- 
vanced sharply since the 1937 models were introduced 
last autumn. Ford, fighting hard to maintain trade 

position, has not been materially 





will not come up to the expecta- 
tions on which the stock market 
has relied. All will be worth 
close study, not only in reveal- 
ing significant variations in first 
quarter profit trends but even 
more so for such light as may 
be thrown on the earnings trends 


Steel and Iron 
Petroleum 
Rail Equipment 


Trends of First Quarter Earnings 


Most Favorable: 


Motion Pictures 
Truck & Bus Manufacture 
Electrical Equipment 


affected by strikes and is some- 
what more fully integrated in 
ownership of important sources 
of raw material supplies than 
are competing companies. More- 
over, being a family affair, Ford 
is notoriously independent in 
pricing policy. Hence, it ap- 


of the present quarter. Building Materials Railroads pears likely that the industry 
During the period covered, Tires Aircraft Manufacture will have to grin and bear re- 
total business volume has aver- Chemicals Machinery duced per car profit for the rest 


Farm Equipment 
Paper Containers 
Fertilizer 


aged more than 20 per cent high- 
er than a vear ago, with Febru- 
ary and March advance more 
than cancelling January reces- 


Office Equipment 
Non-Ferrous Metals 
House Furnishings 


Less Favorable: 


of the year. 

General Motors’ earnings for 
the first quarter are forecast as 
something less than a year ago. 


sion. But within this average having been seriously affected 
there have been wide variations, Motors & Accessories Drugs by strikes. No precise estimate 
with some industries showing Tit & Glass Containers Grocery Chains is possible, however, for reported 
only moderate gains and others we gar e 4 aad eats net per share will depend largely 
volume 50 to 75 per cent larger see — eins on bookkeeping policy, especial- 


than a vear ago. It has been a 


ly upon whether strike losses are 





period of sharply higher labor 
costs and of rising prices for raw 
materials—and some companies have fared better than 
others in passing added costs along to their customers 
so as to maintain or even expand profit margins. Within 
this period also there have been numerous strikes which 
both directly and indirectly affected earnings of some 
companies adversely. In quite a few instances forth- 
coming earnings statements will have to be interpreted 
with allowance for non-recurring losses suffered in the 
disasterous Ohio and Mississippi flood. 

The automobile industry, though having the benefit 
of substantially enlarged retail demand, has been the 
most conspicuous victim both of strikes and of higher 
costs and the same adverse factors, of course, have 
applied to the accessory makers. This industry is tradi- 
tionally committed to a low-price policy, with reliance 
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charged to surplus as a non-re- 
curring expense. The same holds 
for Chrysler, with the difference that the Chrysler strike 
did not occur until March 6, was shorter than the Gen- 
eral Motors’ strike and found the company’s dealers well 
supplied with cars. Hudson, closed by strike at about 
the same time as Chrysler, should be able nevertheless 
to show some gain. With output sustained through the 
quarter, Packard, Studebaker and Nash will show in- 
creases in net. On an average, the accessory companies 
—with volume about 10 per cent higher than a year 
ego—probably will about equal profits of the first 
quarter of last year. 

Motor companies are not the only ones that find it 
difficult to meet a squeeze in costs. Some processors. 
especially where advance sales have been made without 
adequate inventory protection. are especially vulnerable 
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to rising cost of raw materials. For this reason share- 
holders should not be surprised if first quarter profits of 
such companies as Corn Products, Penick & Ford, Allied 
Mills, Archer Daniels Midland and Spencer Kellogg are 
somewhat disappointing. 

On the other hand, first quarter statements of the 
steel companies will make gratifying reading, with 
notable gains especially among those largely dependent 
on heavy steel products. Volume was on a rising plane 
throughout the quarter and higher costs of labor and 
raw materials was in large partly offset by mark-up in 
prices which took effect at the start of the quarter. 
Earnings of United States Steel are expected to approach 
$2.50 per share. Youngstown should be above $2 a 
share and Bethlehem above $1.50. Republic may be 
estimated at approximately $1.10, as against 64 cents in 
the final quarter of 1936. 

It should be observed that there are risks of error 
either way in the above estimates and that, should they 
prove approximately correct, they do not indicate sec- 
ond quarter probabilities. Some portion of first quarter 
deliveries represented business booked last vear before 
prices were advanced. Assuming, as is likely, that vol- 
ume for the second quarter will be maintained around 
present levels—if not moderately higher—second quarter 
profits should substantially better those of the first 
quarter because the second price rise, effective April 1. 
will virtually offset higher second quarter costs, because 
buyers had less opportunity for forward stocking in 
advance of this rise than was the case in the closing 
weeks of last year and because both moderate rise in 
volume above present operating rates and sustained pace 
of profitable operation contribute importantly in expand- 
ing profit margin. 

Despite the motor strikes. such steel companies as 






Inland, American Rolling Mill, National and Acme will 
probably show record high net, although the biggest 
gains over a year ago have been experienced by the so- 
called heavy steel units. 

The oil industry is certain to show very large gains, 
due to the favorable volume and price factors prevail- 
ing through the period. Typical of what the share- 
holder may expect, net of Skelly Oil is estimated at 
$1.25 a share, against 69 cents a year ago; Phillips 
Petroleum, $1.20 as compared with 76 cents a year ago; 
and net of Barnsdall, Ohio, Socony-Vacuum, Seaboard, 
Texas, Plymouth and Standard Oil of New Jersey and 
others is expected to run from 30 to 75 per cent above 
the first quarter of 1936. With seasonal rise in con- 
sumption of gasoline now in progress and continued firm 
price structure indicated, second quarter profits should 
make a still better comparison. 

Copper producers and fabricators of copper and brass 
products have had the benefit of rising volume and 
spectacular increase in prices, the recent reaction in 
non-ferrous metals markets having come too late to 
affect earnings for this period. Should prices stabilize 
even moderately under present reduced levels, they are 
likely to average higher for the second quarter than they 
averaged for the first, for no great amount of business 
was done at the recent domestic peak of 17 cents for 
copper and 7 cents for lead. Many companies in this 
field report only semi-annually, including Kennecott. 
American Smelting, Phelps Dodge and St. Joseph Lead. 
Anaconda and Anaconda Wire & Cable, however, will 
report a large gain for the quarter and the result shown 
will throw some light on the half-year earnings prospects 
of the others in this field. Profits of American Smelting 
and United States Smelting are known to be running 
more than. 50 per cent above a year ago. 

Electrical equipments have had an 

excellent first quarter, with Westing- 

P house, first to report, showing gain of 
approximately 43 per cent. Spectacu- 











Wide World Photos 


Many companies suffered heavy losses from floods while 

earnings for others were directly and indirectly affected 

adversely by strikes. At right—Flint, Mich., Chevrolet 
workers return to work after strike settlement. 
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lar gains in profits are being experi- 
enced by (Please turn to page 66) 















Gold Prices and Gold Stocks 


Should Gold Mining Shares 


Be Held or Not? 


BY ROY L. HOLCOMB 


I. used to be pointed out that gold was the one com- 
modity the price of which did not vary. Today such 
fixity no longer exists. The gold mine shareholder must 
keep a weather eye on Washington’s gold price policy. 
He will have use for other eyes as well. For example, 
he needs to anticipate the trend of wages and commod- 
ity prices because of their effects on the cost of mine 
operation. He must have some idea of future taxation 
trends in the locality of his mine. And he should not 
neglect to inform himself of the ore reserves of his prop- 
erty, for, barring the uncovering of new deposits, these 
tend to diminish as the mine is worked, and to vary with 
the margin between costs and selling price. Then there 
are such matters as labor troubles, stock split-ups, un- 
loading of securities by large shareholders, and similar 
developments to keep on the lookout for. Finally, if his 
mine is located abroad, the gold investor needs to fol- 
low international exchange rates. To correctly appraise 
a given gold share may well be a very difficult matter 
under present conditions. 

The British all along have claimed that the U. S. dol- 
lar was undervalued by the measures taken in 1933-34 
and that it is still undervalued. They have argued vainly 


for a pound sterling cheaper in terms of the dollar, sug- 
gesting rates of from $4.70 to $4.50. This could be 
accomplished either by permitting the pound to decline 
naturally, by bidding up the sterling price of gold in 
London, or by having the official price of gold in the 
United States lowered, in which case the dollar would 
rise in terms of sterling, or what is the same thing, ster- 
ling would decline in terms of the dollar. 

Apparently the President’s power to change the price 
of gold is limited by his authority to vary the gold con- 
tent of the dollar between 60 and 50 per cent of its pre- 
1933 amount. Since we now have a 59-cent dollar, this 
limitation would seem to restrict the President’s action 
almost entirely in the direction of a higher price for gold 
(i.e., further dollar depreciation). However, the Secre- 
tary of the Treasury is not similarly restricted. He can 
buy gold at any price in the public interest and has tes- 
tified before Congress that he doesn’t need to bid $35 
an ounce. Therefore, the real obstacle to any increase in 
gold content of the dollar is not technical in nature. 

The possibility that the price of gold might be 
lowergd was rumored at the time Mr. Runciman of the 
British Board of Trade visited Washington officially. 

It is said that he suggested a lowering 





of Washington’s buying price of gold to 
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$30 per ounce. That would have cheap- 
ened sterling in terms of the dollar. There 
who believe the Administra- 


are some 
tion gave serious consideration to some 


such move. But, they report, the Presi- 
dent became confused at the varied and 
involved angles of the proposed step and 
finally threw up his hands. In April Mr. 
Eccles publicly stated his view that we 
must not permit ourselves to be tied to a 
rigidly automatic gold standard. The $35 
price of gold is nothing sacred. Under ap- 
propriate financial and economic pressure 
the Federal Reserve System, apparently, 
would not oppose a decrease in the Ameri- 
can price of gold. 

But Mr. Eccles also convincingly main- 
tains that economic maladjustments or 
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readjustments such as may be currently 











in progress are not all attributable to mon- 





Gold mining stocks compared to general market average. 
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etary causes, and that the remedy for them 
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is not to be sought in monetary 
devices. This is true enough. It is 
not easy to set apart the adjust- 
ments caused by our earlier infla- 
tionary efforts, and those due to 
other causes. A higher price of 
gold may be the logical means of 
combatting hot money inflow in 
theory, yet its application may 
have too disturbing effects in other 
directions to be a practical course. 
Though one may feel vindicated in 
having opposed the increase in the 
price of gold in 1933-34, it does not 
follow that a reversal of that pol- 
icy now is the most advisable 
course; at least, not a complete 
reversal. 

Yet there is a case to be made 
for not adhering to a rigid price of 
gold. Great Britain maintains a 
so-called “free gold market,” and 
the exchange stabilization authori- 
ties there have it in their power to 
vary the price of gold, or to con- 
trol it. There are almost daily 
changes in the quotation of the 
yellow metal in London. “Why,” 
it may be asked, “should we tie 
ourselves to a price arbitrarily fixed 
in 1934, fixed at a too-high level? Why should we wit- 
ness gold and capital flowing in from abroad to disturb 
our markets, imperil our commodity and securities price 
structure, and cause the Treasury extra expense in ster- 
ilizing the surplus, etc., when the whole problem could 
be solved by the stroke of a pen?” 

In South Africa, the gold tax, which is taking roughly 
one-half of the premium resulting from devaluation, is 
one of the mainstays of the government’s budget. The 
country has been flourishing under the bonus which $35 
per ounce brings the industry. Yet producers can pay 
the heavy tax and still operate profitably. Actual ex- 
penses in producing an ounce of gold vary from place 
to place. Whether gold costs $15 or $18 to produce is 
not the point; rather, the point is that it does not cost 
anywhere near $35 to chief producers in South Africa, 
Canada or the United States. Thirty-five dollars is a 
subsidy price, that has stimulated world production 
enormously. 

The theory of dollar devaluation was that it would 
breathe revival into the lungs of business. Now business 
is again active. It doesn’t need a pulmotor any longer. 
Yet our devaluation “profits” are still largely in reserve, 
practically sterilized. They form the silent base for a 
huge future inflation. Should these profits not also be 
“sterilized,” in part at least, by some reduction in the 
official price of gold so as to take temptation out of the 
Government’s way? Such a step would, moreover, make 
it less attractive for new gold to come here, or even to 
be mined by marginal producers. It would stem the 
rapid inflow of “hot money,” and would encourage the 


Nesmith 


repatriation of some of the foreign funds already here. 
These are potent arguments for a lowering of the official 
price of gold. 






























Giant gold dredge near Marysville, California, which is reclaiming about one thousand 


doliars worth of gold a day. 


What on the other hand are the chief reasons serving 
to prevent the Administration from lowering the price 
of gold and simultaneously enhancing the gold value of 
the dollar? In the first place there is the traditional 
level of $4.86 for sterling, so sacred to staunch patriots 
who hate to see England “get a jump on us.” Although 
of questionable worth, this argument is politically effec- 
tive with Congress. 

Secondly, whenever the dollar’s value in terms of gold 
increases, so does its value in terms of other gold cur- 
rencies, and, theoretically, in terms of “international 
commodities.” Sensitive commodities like copper, nickel, 
wheat, cotton or rubber whose prices in varying degree 
reflect world demand, are likely to decline more or less 
along with gold, if only for psychological reasons. 

Another obstacle is the inflation group in Congress. 
Most of those who were instrumental in bringing about 
the higher price of gold in 1933 still appear unready to 
reverse our course. The political obstacle is the chief one, 
and it is teday the determining factor in Washington. 

Therefore, the outlook is for a continuance of the $35 
price of gold for some time to come. As the months pass, 
however, and as discussion of the subject becomes more 
general, public opinion may gradually veer toward ap- 
proval of a change downwards. Gold is still too much 
of a suibboleth for the public to disregard it entirely; 
but “enough is enough” and Americans may ultimately 
reconcile themselves to holding something less than half 
the world’s monetary stocks of the precious metal. Over 
the next few years a lower price of gold is a possibility. 

Both here and abroad commodity prices have been 
rising rapidly during recent months. Owing to the notice 
publicly paid to the rise by President Roosevelt and 
others. some people have been (Please turn to page 58) 





27 





Political trends in the country where branches 


are located and the ability to bring profits 


home are important considerations in apprais- 


ing American companies with stakes abroad. 


Foreign Subsidiaries= 


Assets or Liabilities? 


BY H. M. TREMAINE 


is more than ever before many investors are seek- 
ing an answer to the question whether a foreign branch 
or subsidiary of an American company is an asset or 
liability. Business recovery in a number of other coun- 
tries has been greater than it has here, and there are 
instances where the foreign subsidiary has done better 
than the parent company. Then, too, deny it as some 
of us may, there has been ample cause for the investor’s 
vague, but very real, feeling of disquiet over the domes- 
tic financial and social outlook. The New Deal’s cur- 
rency tinkerings, the chronically unbalanced budget, the 
officially expressed fears of an inflation, all the new laws 
for business regulation and a hundred other things have 
combined to make for a disquiet that has grown so 
great that many have bought the shares of a company 
with a large foreign stake with a view to protection. 
On the other hand, for some companies the liability side 
of a foreign commitment contains insurrections, rumors 
of war and about every factor and more that makes the 
investor fear for his money in this country. 

All this has made for a mature interest in foreign fields 
and, when the financial history of the past few years 
comes to be written, attention probably will be called to 
the fact that it was during this period that Americans 
took a wider interest in foreign divisions than ever before. 
It is an attitude entirely different to that of the foreign 
bond-buying era of the twenties. Today’s investor is 
not willing to take a banker’s loosely-given word, but 
has generated a lively curiosity to find out for himself 
what makes for good and bad in foreign investments— 
particularly foreign direct investments which, following 
an extremely costly lesson, have grown much more popu- 
lar than loans to public bodies abroad. 

Generally speaking, American companies did much 
better from their foreign investments last year. This 
was particularly true of those made for the purpose of 
exploiting raw materials and mining and metal enter- 
prises are deserving of special mention. The perform- 


ance of American manufacturing and service divisions 
abroad was more varied, although on the whole there 
was probably improvement. The inability to bring 
profits home was still a factor in some countries: in 
others some progress was made towards the relaxation 
of foreign exchange control. 

Both because they are the most important and because 
it is here that the greatest gains were made, let us con- 
sider first American investments in this hemisphere. 
Throughout Canada, there was, of course, great and gen- 
eral improvement which naturally reacted to the benefit 
of American investments in that country. There is no 
question but that we have shared fully in Canada’s 
mining boom. Our participation in Canadian recovery, 
however, is not a subject for the present discussion andi 
it has only been mentioned at all in order to bring out 
the important point that here is territory which the- 
American investor is hardly justified in considering for- 
eign. The two countries are so close together eco- 
nomically that it is inconceivable that they should do. 
other than rise and fall together. This means that to. 
send money to Canada for fear lest there be an inflation 
in this country is probably quite futile. On the other 
hand, the purchase of an interest in International Nickel} 
or any other high caliber Canadian raw material com- 
pany is excellent protection for the investor against a 
further rise in commodity prices. It is, however, quite 
debatable whether it is any better than an American 
company similarly situated. 

Jumping south to Mexico we find that fundamental 
conditions here, from the point of view of the American 
investor, took a turn for the worse last year. It is true 
that the profits of some American companies were larger 
in 1936 than in 1935. Mexico, however, is firmly em- 
barked upon a policy of “Mexico for the Mexicans” and 
she is not particularly interested in what befalls Ameri- 
can or other foreign capital. The petroleum industry 
already is in process of complete nationalization and, 
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International Harvester's "stake" in Sweden. The Norképing Works. 


although this policy has not yet been applied to mining, 
it very easily could be applied. A law was passed only 
last year giving the government power to condemn any 
property. Thus, when we hear of labor trouble forcing 
Greene Cananea (Anaconda controlled) to shut down 
and subsequently discover that the company’s earnings 
last year were the equivalent of only $2.24 a share of 
common, compared with $4.27 a share in 1935, we are 
inclined to believe that this is more significant than the 
reports of those companies, lucky enough to escape labor 
trouble, which did better last year. Despite what re- 
turns American capital may subsequently receive from 
commitments in Mexico and they may in 
some cases be large, the weight of the evi- 
dence points to Mexican interests being a 
liability rather than an asset. 

Among the American companies that 
would be adversely affected by an intensi- 
fication of the untoward Mexican develop- 
ments are American Smelting & Refining 
Co., which has a number of mines, smelters 
and other properties in that country; U. S. 
Smelting & Refining, Howe Sound and the 
American Metal Co. are other companies 
in the same field. American oil interests 
are not today particularly large in Mexico. 

It is unfortunate that in some degree 
Mexico’s political attitude towards foreign 
capital pervades the whole of South Amer- 
ica in which the United States has sunk 
fabulous sums of money. The petroleum 
industry’s stake in Venezuela and Colom- 
bia alone is enormous and there is hardly 
an American oil company of prominence 
that is not represented. Currently, the 
two Standard Oil (New Jersey) affiliates. 
Creole Petroleum and Lago Petroleum are 
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accounting fur more than half Vene- 
zuelan output. However, the produc- 
tion of Gulf Oil and Carib Syndicate 
is also important. Upon development 
of the Barco concession in Colombia 
both the Texas Corp. and Socony- 
Vacuum will be heavily involved in 
this part of the world. 

While on the subject of oil, mention 
might be made of the two other impor- 
tant developed areas in South America. 
These are northern Peru where Inter- 
national Petroleum operates and in the 
eastern foothills of the Andes in Bo- 
livia. International. Petroleum, Im- 
perial Oil of Canada affiliate, which in 
turn is controlled by our Standard Oil 
(New Jersey), did slightly better in 
the fiscal year ended June 30, last, re- 
porting a profit equivalent to $1.65 a 
share, against $1.49 in the correspond- 
ing previous period. There is no evi- 
dence that International relations to- 
day with the government of Peru are 
other than serene. The past, however, 
is full of incidents, arguments over 
acreage and taxes, and the usual rig- 
morole that South American republics have so often 
used to obtain a greater share in the exploitation of 
their natural resources. 

In countries other than Peru American capital has 
recently been given a series of jolts. Bolivia cancelled 
Standard Oil’s entire concession, claiming fraud, while in 
Venezuela a series of communistically-flavored strikes 
and riots have been the cause of considerable anxiety. 
In the Argentine a scheme under which Standard (New 
Jersey) will give way completely to a national organi- 
zation hangs fire, waiting the next session of the Argen- 
tine Congress. Although the (Please turn to page 52) 
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Blast furnace in Mexico owned by the American Smelting & Refining Co. 
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Is Chesapeake & Ohio Cheap 


on Earnings? 


BY PIERCE H. FULTON 


ae & Our1o common, for some time, has been 
characterized as the “mystery” stock among all the Rail 
issues listed on the New York Stock Exchange. Often 
when in recent months the Rails as a group were the 
outstanding feature of the market, by reason of their 
activity and strength, that stock, which had been a 
speculative and investment favorite for many years, 
either “lagged” or actually declined, with only moderate 
and short-lived rallies from time to time. 

Take a glance at the market record of the stock in 
1936 and so far in 1937. Last year the low level was 
51 in January and the high 7734 in November. This 
very sizable appreciation of 26%4 points took place 
mostly before the sudden death of O. P. Van Sweringen 
and before the mystery and uncertainty relative to the 
future of the proprty and the market for the stock 
began. By March 29 of this year the price had dropped 
to 5734. On April 7, prior to the big break in the stock 
list generally that day, C. & O. common sold at 61, but 
closed at 5934, only 2 points above the previous low of 
this year and exactly 18 points under the high of 1936, 
and scarcely more than ten times its earnings for that 
year. Other prominent railroad stocks have not made a 
similar price record within the same periods. 

Look for a moment at a few features of this mystery 
and you will have solved it with respect to Chesapeake 
& Ohio’s common market action to date, but not with 
respect to the future of the properties in the entire Van 


Sweringen group. That will probably continue obscure 
for some time. It is with the former that we are dealing 
primarily in this article. Here they are: 

1—Realization, even before the depression, that the 
corporate structure of the whole Van Sweringen 
pyramid was top-heavy and water-logged with holding 
companies. 

2—Realization, during the depression, that it would 
have “cracked up” if the bankers had not stood by, by 
not pressing their cle 

3—Uncertainty a: what two—not nine—old men 
would do with the we situation. 

4—Recently, uncertainty as to where control of Mid- 
america Corporatio: and likewise that of all the prop- 
erties, would finally |and—in the lap of the Van Swer- 
ingen partnership, or in that of some new group. 

5—Uncertainty, also, as to what extent earnings of 
C. & O. would be adversely affected by discontinuance 
of the surcharges on coal and by the whole bituminous 
situation. 

This chain of mysteries began when the Van Swer- 
ingen brothers started on their meteoric railroad career 
and was further e' ended by the death of “O. P.” sud- 
denly last November. It is since then, by the way, that 
the decline in C. & O. common has taken place. 

No one outside the little group of business men and 
bankers—and not all of them—with whom the brothers 
operated, ever knew what they were planning to do 

next. After they had taken an im- 








portant step with regard to some 
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property, they could not be per- 
suaded to elaborate on the matter 
and thus make it easier for the pub- 
lic to understand what they were 
endeavoring to do. In the mean- 
time the mystery surrounding the 
whole undertaking and the intraca- 
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cies of the corporate structure in- 
volved were further increased by the 
organization of additional holding 
companies, for which the Cleveland 
boys had a special weakness. 

This is the way that things went 
on until they and their corporate 
house of cards landed in the laps of 
the bankers, who had made them a 
loan of almost $40,000,000, which 


























they were unable to liquidate. While 
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the depression in this country 
was at the worst, the bankers 
carried the Van Sweringens and 
the loan. They could not do 
anything else. They also con- 
tinued the names of the Van 
Sweringens in connection with 
the properties, although they 
had ceased to have any sub- 
stantial financial interest in the 
securities, and owed millions of 
dollars besides the big $39,500,- 
000 obligation. 

The time came when some- 
thing had to be done. It was 
perfectly apparent to the bank- 
ers that the Van Sweringens 
could not repay the loan. The 


natural procedure was to sal- a 


vage as much as_ possible scien 
through a public sale of the 
collateral. The necessary steps 
were taken to accomplish this. 
Then it was that the Van Sweringens showed that they 
still had a fighting spirit, and then it was that the whole 
group of railroads and other properties that they had 
put and held together through a series of complicated 
holding companies, was enshrouded in deeper mystery 
than ever before. 

Two business friends of the brothers in the Central 
West, George A. Ball, glass jar manufacturer, of Muncie, 
Indiana, 74, and George A. Tomlinson, owner and opera- 
tor of a fleet of vessels on the Great Lakes, 71, advanced 
the greater part of the money for the organization of 
still another holding company, that was to be foisted on 
top of all the rest and to control the entire Van Swer- 
ingen group, with a book value of more than $3,000,- 
000,000. 

This new corporate medium is the Midamerica Corpo- 
ration. Of the total paid-in capital stock of $2,015,000, 
it was stated that Mr. Ball took 10,000 shares of com- 
mon and 13,333 shares of preferred, for which he paid 
$1,343,000. Mr. Tomlinson subscribed for the balance 
of $672,000. The new company acquired the collateral 
for the loan for the comparatively nominal sum of 
$3,121,000. Messrs. Ball and Tomlinson were said to 
have negotiated a bank loan for the difference between 
that amount and the cash that they paid in, or 
$1,106,000. 

Within a comparatively short time, Mr. Tomlinson 
was reported to have sold all but about 10 per cent of 
his holdings of Midamerica stock to Mr. Ball, giving the 
latter 14,050 shares of the 15,000 common shares out- 
standing, and also 18,733 shares of the 20,000 shares of 
preferred. And so these two men, 74 and 71 years of 
age, respectively, with no experience as railroad opera- 
tors, found themselves in control of one of the largest 
railroad systems in the United States. 

Why did they make the investment and what would 
they do with all the properties involved? How would 
the latter fare under the new ownership control, still 
stranger in its nature by far than that of the Van 
Sweringens, who were real estate and trolley company 
operators in and about Cleveland before entering the 
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Coal is the most important single source of revenue for C. & O. 


steam railroad field on a particularly larger scale? 

These and other questions were perfectly natural 
under the circumstances. The great trouble was, and 
still is, the absence of definite answers. It is true that 
when Herbert Fitzpatrick was elected president of Mid- 
america, soon after the death of O. P. Van Sweringen, a 
joint statement was made by Messrs. Ball and Tomlin- 
son that “the basic policies of the Van Sweringens would 
be carried on and that a closer co-ordination of the 
numerous properties would be sought.” 

This statement, of course, was largely general and 
did not make possible the forming of a definite idea of 
just what would be done about the holding companies, 
their relations to the various railroads and other prop- 
erties, and the properties themselves. Some relief was 
found in the statement credited to Mr. Ball that he 
would do all in his power to protect the properties and 
their security holders. Those who looked up his record 
for personal integrity and philanthropy felt easier also. 
A similar feeling resulted from the characteristic state- 
ment from Mr. Ball that “a lot of people have got 
money in those roads and they have got to be given a 
fair return on their investments.” 

But what would he actually do with regard to the 
whole proposition? A partial answer appeared to be found 
in an application by the Chesapeake & Ohio Railway 
Co. early in February of this year to the I. C. C. to 
acquire direct control of New York, Chicago & St. Louis 
Railway (“Nickel Plate”) and Erie, through the exer- 
cise of its option on the stock of those companies held by 
the Virginia Transportation Co., a wholly-owned holding 
company of the C. & O. With the exercise of this option, 
in addition to the stock already held by the Chesapeake 
& Ohio, it would be in actual control of both of those 
companies. Up to this writing the I. C. C. has not 
announced its decision on the application, but word 
comes from Washington that hearings on the application 
are to be started on May 13. 

There are two quite clear-cut deductions possible from 
this step, namely, a disposition on the part of Messrs. 
Ball and Tomlinson to elimi- (Please turn to page 56) 
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Opportunities 


in Three Price Ranges 


Stocks Favorably Situated Selling: Under 
$12, Between $12 and $25, and Over $25 


BY 


Lone Star Gas Corp. 


Dividends Paid 
1936 


$0.60 


Earnings Per Share 
1935 1936 


$0.77 $0.99 


Recent Price 
$11 


The Lone Star Gas Corp. is one of the foremost factors 
in the production, distribution and sale of natural gas, 
considered by many to be the fastest growing division 
of the public utility industry. The persistent expansion 
in natural gas sales in recent years reflects not only the 
superior quality of natural gas as a fuel, but the devel- 
opment of improved pipe line facilities has greatly broad- 
ened the area to which natural gas can be made avail- 
able. The scope of the company’s activities, as well as 
its operating results, have kept pace with the growth of 
the natural gas industry. 

Although Lone Star Gas is a holding company, operat- 
ing facilities are 99% controlled, with the exception of 
the Northern Natural Gas Co. in which a 30% interest 
is owned. Facilities of operating units are completely 
integrated and either natural or manufactured gas is 
supplied to more than 300 communities in Texas, Okla- 
homa, Washington, Oregon, Idaho and Iowa. 

That the capitalization of the company is well bal- 
anced is indicated by the manner in which earnings have 
afforded adequate support even in the leanest of de- 
pression years. For many years, Lone Star Gas has 
not failed to show something available for its common 
stock. Capital items ahead of the common stock totalled 
about $36,500,000, according to the latest available bal- 
ance sheet, and giving effect to subsidiary debt and pre- 
ferred stock outstanding. Last September the company, 
through conversion and redemption, eliminated the entire 
$6,415,954 6% preference stock and more recently called 
$1,683,000 of its own debentures for retirement. Com- 
mon stock outstanding at the end of last year totalled 
5,424,915 shares. 

Net profit in 1936 amounted to $6,178,730, equivalent, 
after subsidiary preferred dividends, to 99 cents a share 
on the outstanding common. This compares with $5,- 
188,473, or the equivalent of 77 cents a share after pre- 
ferred dividends in 1935. Aggregate dividends paid on 
the common stock last year amounted to 60 cents a 
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share and a quarterly payment of 20 cents a share was 
made earlier this year. On the basis of the recent trend 
of earnings, it is not unlikely that total dividends may 
amount to 80 cents a share this year. 

Although the company has not been without rate difhi- 
culties in the past, and in 1936 was ordered to lower its 
rates in 26 Oklahoma cities, the rising trend of consump- 
tion should permit the lower rates now in effect to be ab- 
sorbed without undue difficulty. Currently selling around 
11, the shares, judged by any standard, are reasonably 
priced in relation to earnings and on the basis of possible 
dividends this year, afford an unusually generous yield. 


Crane Co. 
Earnings Per Share Dividends Paid 
1936 1936 Recent Price 
$0.18 $2.04 None $60 


Last year witnessed several salutary achievements on 
the part of Crane Co. Gross sales increased more than 
$20,000,000 and profits recorded a gain of 300%. A 
total of $21 a share was paid on the preferred stock 
during 1936, including the regular $7 and $14 on accum- 
ulations. Back dividends on the senior issue now amount 
to only $5.25 per share. Last year also, the company re- 
funded $10,658,000 5% notes with an issue of 314% 
debentures, thereby effecting a savings of $400,000 an- 
nually in fixed charges. The net result of these develop- 
ments has been a marked strengthening in the position 
and prospects for the common stock. 

The company and its subsidiaries are engaged in the 
manufacture of brass, iron and steel valves, fittings and 
appliances for controlling and conveying water, oil and 
other liquids, steam, air and gasses; heating apparatus 
and auxiliary products for industrial and_ residential 
purposes; and sanitary appliances, including plumbers’ 
brass goods and supplies. The company is also a large 
fabricator and distributor of steel products. Products 
are used in practically all major industries, including 
public utilities, railroads, water works, steel and ship- 
building industries, and oil, chemical machinery and food 
products companies. The business is closely allied with 
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industrial, commercial and residential construction and 
with general industrial activity. 

The revival of plant and residential construction on a 
fairly large scale last year was mainly responsible for an 
increase in earnings from $1,442,637 in 1935 to $5,685,- 
111. The latter figure, after allowing for preferred divi- 
dends, was equivalent to $2.04 per share on 2,348,628 
shares of common stock. In 1935, the common stock 
earned the equivalent of 18 cents a share. Financial 
position is excellent. Funded debt totals $12,000,000 
and there are 145,889 shares of 7% perferred stock. Not- 
withstanding the fact that preferred dividends, including 
$5.25 a share in accumulations, will total $12.25 a share 
this year before any dividends on the common can be 
paid, it has been officially intimated that the resumption 
of common dividends this year is a live possibility. 
Moreover, the company proposes to issue a new con- 
vertible preferred stock, bearing a lower dividend rate, 
utilizing the proceeds mainly for the retirement, at 110, 
of the present 7% preferred. Recently selling around 
60, the shares appear to be a worthy candidate for longer 
term participation in the revival of construction activ- 
ities both corporate and private, on a materially larger 
scale than has been witnessed to date. 


American Brake Shoe & Foundry Co. 


Dividends Paid 
1936 
$2.60 


Earnings Per Share 
1935 1936 
$1.70 $2.95 


Recent Price 
$60 


In its ability to resist strongly the influences of the 
late depression, American Brake Shoe & Foundry Co. 
is outstanding among the leading manufacturers of rail- 
way equipment. For the railroads, the company’s line 
of products include brake shoes, track fixtures, castings 
and forgings, for which, even under the subnormal con- 
ditions with which the railroads were burdened during 
the depression, there is a fairly large replacement de- 
mand. Moreover, sales and earnings were augmented by 
the demand from the automobile industry for the com- 
pany’s brake linings, brake shoes, fan belts, radiator 
hose, etc. With a genuine revival in the purchase of 
new railway equipment last year, considerable impetus 
was imparted to the company’s earnings. Net income 
of $2,351,968 was equivalent to $2.95 a share for the 
611,712 shares of common stock, after payment of pre- 
ferred dividends. This compares with $1,699,400 or 
$1.70 a share in 1935. 

The company’s sales increased nearly 25% last year 
and were officially stated to have been 65% of the 1929 
total. It was also stated, moreover, that since 1929 ad- 
ministrative expenses have been reduced in an amount 
equalling more than $1.50 a share. Last year, holders 
of the company’s $7 preferred stock exchanged for a new 
$5.25 preferred, the latter issue being convertible into 
two shares of common stock. Recently, common share- 
holders were offered the right to subscribe for additional 
shares at $50 a share in the ratio of one new share for 
each ten shares held. Funds derived from the sale of 
stock were used in reimbursing the company for retire- 
ment of all of the outstanding 7% preferred stock of the 
Ramapo Ajax Corp., a subsidiary, on April 1, last. Also, 
in the first quarter of this year some 29,000 shares of 
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preferred stock were converted into the common, re- 
quiring the issuance of more than 78,000 additional 
common shares. In the light of these various capital 
changes, it is rather difficult to make any estimate as 
to the recent volume of earnings, and the company’s 
does not issue quarterly reports. In view of the sustained 
demand for new railway equipment which has been wit- 
nessed thus far this year, however, there appears to be 
a strong possibility that the company may earn between 
$1.75 and $2.00 a share on the increased common stock, 
in the first six months of this year. This would compare 
with $1.26 a share earned in the corresponding period 
of 1936. 

With adequate finances at its disposal, the company is 
in a position to pursue a fairly liberal dividend policy 
and should indicated earnings be realized, the present 
regular dividend of $2 annually would be subject to an 
upward revision. Recently quoted around 60, the shares 
are selling about 20 points below their 1937 high, at 
which level they would appear to offer a promising in- 
vestment opportunity. 


National Dairy Products Corp. 


Dividends Paid 
1936 
$1.50 


Earnings Per Share 
1935 1936 
$1.38 $2.01 


Last year the sales of National Dairy Products Corp., 
one of the foremost units in its field, registered a gain 
of better than 13%, to a total of $329,171,729. Reflect- 
ing wider profit margins, however, earnings increased 
42% to $13,282,028. The latter figure was equivalent to 
$2.01 per share on the outstanding common stock, as 
compared with $1.38 a share in 1935. Earnings last year 
were at the best levels since 1931. Last year was also 
marked by an important financial operation by the com- 
pany. An issue of $62,545,500 Debenture 34s was sold 
and the proceeds, augmented by $7,000,000 in bank 
loaus, were used to retire $65,839,500 514% bonds, re- 
sulting in a savings in interest charges of more than 
$1,000,000 annually. Warrants attached to these bonds 
give debenture holders the privilege of purchasing 10 
shares of common stock at $25 each for each $1,000 
debenture. After May 1, 1938, the stock purchase price 
advances to $28. The indenture of the bonds provides 
that all proceeds derived from the sale of stock to war- 
rant holders will be utilized for the retirement of bonds. 
When all warrants are exercised, 625,000 additional] 
shares of stock will be issued and the company will 
realize between $15,625,000 and $17,900,000, with a cor- 
responding reduction in the amount of debentures out- 
standing. Common stock outstanding at the end of the 
year totalled 6,253,780 shares, preceded by 98,709 com- 
bined shares of class A and class B $7 preferred stocks. 
Current bank loans at the end of the year amounted to 
$4,694,564, while bank notes, not current, amounted to 
$4,500,000. Financial position was strong. 

Of particular significance, not only in relation to the 
company’s showing last year, but likely to have an im- 
portant bearing on current results is the fact that earn- 
ings are no longer primarily dependent upon sales of 
fluid milk. The sale of such manufactured milk products 
as cheese. butter, mayonnaise, salad dressings, ice-cream 


Recent Price 
$24 
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and sundry milk by-products made the major contribu- 
tion to the appreciable gain in 1936 earnings. Con- 
current with the rise in consumer purchasing power, the 
company’s aggressive merchandising policies should be 
effective in producing a further gain in sales and earn- 
ings this year. The recent elimination of the restrictions 
imposed upon the company by the New York State Milk 
Control Board, although followed by a reduction in the 
retail price of fluid milk, may place the larger companies, 
such as National Dairy, at a better competitive advan- 
tage in New York City and environs. 

The present regular dividend of $1.20 per share is well 
protected by earnings and will in all probability be aug- 
mented by a generous extra before the year-end. Offer- 
ing a yield of at least 5%, at current levels of around 24, 
the shares are worthy of consideration for income and 
gradual price appreciation. 





Baldwin Locomotive Works 


Earnings Per Share Dividends Paid 
1935 1936 1936 Recent Price 
d$3.17 d$3.21 None $8 
d—deficit 


With the drastic drop in locomotive purchases, to the 
point of virtual disappearance during the depression, 
Baldwin Locomotive suffered severe financial losses and 
was unable to meet semi-annual interest charges due 
March 1, 1935. Asa result, the company was compelled 
to seek the permission of the Courts to reorganize under 
Section 77-B of the Federal Bankruptcy Law. Although 
a plan of reorganization was submitted some time ago, 
it has not as vet been finally approved, various obstacles 
and oppositions having been encountered. Recent in- 
dications are, however, that the proposed plan will 
shortly become effective. 

Reflecting principally a substantial increase in orders 
for new locomotives last year, Baldwin entered the cur- 
rent year with the largest volume of unfilled business 
since 1930. Unfilled orders on March 31, last, amounted 
to over $33,000,000 and shipments in the first quarter 
totalled nearly $9,000,000, the largest for that period 
since 1930. Unfilled orders at the beginning of 1936 were 
less than $7,000,000. It has been estimated that the 
company will require an annual volume of business of 
approximately $30,000,000 to meet all expenses and 
fixed charges. That this figure will be exceeded more or 
less substantially this year appears to be well within the 
realm of possibility. 

Sharing leadership in the manufacture of locomotives 
with American Locomotive Co., Baldwin also owns a 
61% interest in Midvale Co., engaged in the manufac- 
ture of heavy castings and forgings, ordnance and armor. 
Other subsidiaries manufacture diesel-electric locomo- 
tives, diesel engines, hydraulic presses and turbines, spe- 
cial machinery and high grade iron, brass and bronze 
castings. 

At the end of 1936, the company had outstanding in 
the hands of the public $2,676,000 1st mortgage 5s of 
1940; $10,435,600 consolidated 6s of 1938; 200,000 shares 
of $7 preferred stock; 1,105,860 shares of common stock. 
Under the proposed plan of reorganization, the 1st mort- 
gage bonds will not be disturbed but will receive $20 each 
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in return for certain indebenture modifications. 


after consummation of the plan. The new bonds will be 
convertible into common stock beginning at 65 shares 


for each $1,000 bond. Preferred shareholders will re- | 


ceive three shares of common for each share, and war- 


rants to purchase two shares of common at $15 per] 


share. Common share holders will receive one new 
common share and warrants to subscribe to two addi- 
tional shares at $15 each, for each ten shares held. All 
unpaid preferred dividends will be waived. 

The reorganization, as proposed, will decrease fixed 
charge requirements and eliminate all unpaid sinking 
fund and preferred dividend accumulations. With these 
capital advantages, and with the much improved out- 
look, Baldwin this year may be well in the black for the 
first time since 1930. The common shares, although ob- 
viously distinctly speculative, possess sufficient merit to 
warrant their consideration for longer term holding. 


Pittsburgh Screw & Bolt Corporation 


Dividends Paid 
1936 Recent Price 
$0.52'2 $17 


Earnings Per Share 
1935 1936 
Nil $0.72 


Pittsburgh Screw & Bolt Corp. manufactures a com- 
plete line of standard bolts and nuts, screws and rivets. 
Another product of a specialty character includes a de- 
vice for the protection of threads at the end of a pipe, 
and a patented self-locking nut. More recently, the com- 
pany has extended its activities to include the manufac- 
ture of steel alloy propeller blades and hubs for air- 
planes. The nature of the company’s business is such 
that profits are predominantly dependent upon the same 
factors which influence the demand for steel and other 
heavy materials and products. The substantial gains 
reported by the steel and railway equipment industries 
during the past year undoubtedly were largely respon- 
sible for the recent improvement in the company’s earn- 
ings. 

Despite the series of deficits suffered by the company 
during the depression, no serious impairment of finances 
occurred. In 1934, a modest profit of $228,696 was 
shown, but again in 1935 a loss of about $46,000 was 
shown. The loss in the latter year was due mainly to 
rising costs and an unfavorable price structure. Last 
year, with the benefit of higher prices and increasing 
demand, a sizable profit was shown. Net income of 
$1,046,349 was equivalent to 72 cents per share on the 
1,441,698 shares of capital stock outstanding. The posi- 
tion of the common stock was further strengthened last 
year by the retirement of $1,000,000 514% debenture 
bonds, leaving $2,205,000 outstanding as of December 
31, 1936. Subsequently, the company has expressed its 
intention of retiring the remainder of these debentures 
on June 1, next. The necessary funds will be provided 
by a bond issue and serial notes bearing a substantially 
lower coupon rate. Net for the first quarter this year 
was equal to about 36 cents a share, a gain of 200% 
over last year. (Please turn to page 67) 
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Fertilizer Companies 


Are Improving 


Better Price Outlook Favors Earnings 


BY J. C. CLIFFORD 


3 has been six years at least since the outlook for the 
chemical fertilizer industry has been as promising as it 
is at the present time. Not only do the prospects favor 
a substantial gain in tonnage sales this year, but the 
industry will probably be favored by sustained prices 
and more stable internal conditions, including freedom 
from costly competition of the price-cutting variety. 
This combination of favorable elements may well pro- 
duce a sizable increase in the current earnings of lead- 
ing manufacturers. If such proves to be the case, the 
shares of these companies are worthy candidates for 
investment and speculative funds. 

One of the most significant factors bearing on the 
potential demand for fertilizers this year is farm income. 
It has been the experience of the fertilizer industry that 
the farmer adjusts his requirements for fertilizer to con- 
form with his income, and in the lean years, 1931-32, 
sales were less than 3,000,000 tons, a decline of nearly 
60 per cent from the normal volume. Since then, how- 
ever, farm income with the aid of a beneficent Govern- 
ment and rising prices has increased substantially. Pres- 
ent prospects clearly foreshadow a further increase this 
year. Reports indicate that farmers are receiving 15 to 
20 per cent higher prices than a year ago and cash 
farm income in January was the largest for that month 
in seven years, and an increase of 21 per cent over Janu- 
ary of last year. Farm income this year will be aug- 


mented further by payments against the 1936 soil con- 
servation program. Of the $440,000,000 due only $69,- 
000,000 had been paid up to the end of last January. 
Encouraged by higher farm prices it is a virtual cer- 
tainty that larger acreages will be planted this year 
presaging a greater need for fertilizer. 

Of added significance, is the evidence that farmers 
generally are using more fertilizer than ever before. 
According to the statistics compiled by the American 
Potash Institute covering seventeen important agricul- 
tural states, it is disclosed that during the period 1931- 
1936 purchases of fertilizer were equivalent to 1.48 tons 
per $1,000 of farm income, while in the period 1924- 
1930 only 1.26 tons per $1,000 of farm income were 
purchased. These figures in all probability reflect the 
increasing need to restore soils where fertility has shown 
signs of exhaustion, and also reflect more intensive sales 
efforts on the part of leading fertilizer manufacturers. 

Cotton planters normally account for more than one- 
third of the annual sale of fertilizers, and by the same 
token about 65 per cent of the annual output is sold in 
southern states. Corn, taking upwards of 20 per cent, 
is the next important crop, while vegetables, wheat, 
potatoes, and tobacco together account for about 35 per 
cent, with distribution fairly evenly divided. With the 
fertilizer industry heavily dependent upon crop plant- 
ings, the seasonal factor (Please turn to page 54) 





Leading Fertilizer Companies 

















Price Range Divs. 
Earned per Share Recent Paid 
Company 1935(a) 1936(a) High Low Price 1936 COMMENTS 
American Agricultural Chem... . 6.37 4.71 10114 83 92 4.00 Company isa leading unit. Net equal to 76 cents a share in 6 mos, 
to Dec. 31 and last half may raise current earnings to $8 a share. 
Finances permit liberal div. policy. Lest quarterly dividend $1. 
Shares offer speculative inducements, 
int'l Agricultural Corp.......... 2.69° 0.23* 9 None Recent sales have gained substantially but dividends on common 
are remote pending some plan for liquidating more than $63 in 
a dividends on prior preference shares. Common highly specu- 
jative 
Virginia-Carolina Chem......... 4.201 0.44T 12%, Te 12 None Company's products sold principally in the South and outlook favors 
showing would facilitate 


substantial gain in current earnings. Go 
acceptance of plan for discharging sizable back dividends on $6 
preferred shares, Common speculative but may be conceded to 
have interesting possibilities in present favorable setting. 











(a)—Fiscal year ended June 30. ‘*—Prior preference shares. {—$6 Preferred shares. 





APRIL 24, 1937 








WESTINGHOUSE 


AIR BRAKE CO. 





Big Business Ahead 


New Brake Equipment? to Be Installed on 


All Cars Will Greatly Increase Volume 


BY J. C. CLIFFORD 


; or are more than two million freight cars in this 
country, some fifty thousand locomotives and roughly 
the same number of passenger cars. Every piece of this 
equipment is slowed down and stopped by brakes manu- 
factured by either the Westinghouse Air Brake Co. or 
the New York Air Brake Co. Of the two companies, 
Westinghouse is the larger and normally takes about 
three-fourths of the available air brake business. 

Those who have never done so might ponder a 
moment on the enormous force required to overcome the 
momentum of a modern fast freight—perhaps a hundred 
and fifty cars, each in itself weighing twenty-five tons 
and averaging fifty tons of freight, a three-hundred-ton 
locomotive, and the whole mass hurtling along at more 
than sixty miles an hour. This is a picture that can 
leave no doubt as to the importance, ruggedness and 
durability of the brakes that stop the monster. It is to 
be noted, however, that it is a job for modern braking 
equipment, a point which is one of the most interesting 
aspects of the outlook for Westinghouse Air Brake. 

Freight trains have grown so much heavier and 
are operated at speeds so much greater than was 
the case a few years ago that they have out-distanced 
their brakes. The specific trouble is an unevenness of 
braking pressure, with the attendant dan- 


REINS 


million freight cars being used, a negligible quantity have | 


been equipped with the new brake so far. Of these, 
between forty and fifty per cent are more than twenty 
years old and it is a reasonable assumption that these 


at least will be scrapped before it becomes their turn to | 
be given the new equipment. Let us say that of the cars | 


in use today a million will be given the new brake and 


that Westinghouse Air Brake will obtain seventy-five | 


Seven-hundred-and-fifty 
$155 each means pros- 


per cent of the _ business. 
thousand installations at 


pective business over the next eight years of almost | 


$120,000,000. 

This, however, is not nearly all: the cars that are 
scrapped have, of course, to be replaced and the new 
ones in the natural course of events will be equipped 
with the new brake. New car business might well mean 
more to Westinghouse than the rehabilitation of old, 
for in the first place the question of salvage does not 
arise and in the second it is to be remembered that the 
company manufactures other apparatus and parts in 
addition to brakes. Without considering the possibility 
that further traffic gains may make it necessary for the 
roads to install additional rolling stock, it may be said 
that Westinghouse Air Brake can see a domestic brake 








ger that the train will buckle and throw 
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cars across adjoining tracks. So great has 
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this danger been considered that orders 
have been given against braking long 
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freights when parallel tracks are being used 
by passenger trains. There has been de- 
veloped, however, a new “A B” brake 
which solves the problem and the Ameri- 
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by 1945 all freight cars in interchange 
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This, of course, is news of tremendous 

















importance to the Westinghouse Air Brake 
Co. While it is not easy to translate the 
prospective business very definitely into fe) 
dollars and cents, it is possible to convey t 
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a rough idea. Of the approximately two 
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business of $30,000,000 a year for the 
next eight or nine years. For the sake 
of perspective it may be said that the 
company’s gross sales last year were 
somewhat in excess of $22,000,000 and 
that brake business contributed no 
more than a good half. 

If brakes are more important than 
anything else to Westinghouse, signal- 
ling systems run them a good sec- 
ond. The company’s subsidiary, the 
Union Switch & Signal Co., is the 
largest factor in a field shared with 
General Railway Signal. Union 
Switch & Signal makes all the compli- 
vated apparatus which controls to- 
day’s train operations. In congested 
areas railroads employ maze-like in- 
terlocking systems. This means that 
when a switch is opened or a signal 
changed a myriad other switches and 
signals move automatically to avoid 
conflict. The Westinghouse Air Brake 
subsidiary manufactures all this in 
addition to block signals, engine cab 
signals and crossing protection de- 
vices: it makes car retarders by means 
of which freight cars are sorted using the force of gravity 
instead of switching locomotives: finally, Union Switch 
& Signal makes foundation brakes for locomotives, all 
kinds of forgings and a number of other things. 

At one time the Westinghouse Air Brake Co. had a 
very strong international flavor. Last year, however, 
a big block of stock in the English affiliate was sold 
while the balance of the investment was disposed of this 
year. Of the other European companies in which West- 
inghouse has a direct interest, it was said in the annual 
report for last year that “The French and Italian com- 
panies were operated during 1936 on a profitable basis. 
The German company in which we have a relatively 
small investment, showed improvement during the year 
but had not obtained a sufficient volume of business to 
operate with satisfactory results.” 

In view of the nature of the business and the appall- 
ing shrinkage of railroad purchases during the worst 
years of the depression, it would hardly have been sur- 
prising had a company like Westinghouse Air Brake 
sought the protection of a receiver. In actuality, how- 
ever, such a calamity was never even approached, for 
the company showed an operating profit (including 
royalties and income from investments) in every single 
year and a deficit after depreciation in only one. New 
York subway orders and those in connection with the 
Pennsylvania Railroad’s electrification program were 
factors that helped, although so strong financially was 
Westinghouse when it entered the depression that it 
could have lost a great deal of money and still looked a 
receiver in the eye. As it was, stockholders were paid 
dividends in every year. In 1932, $1.25 a share was 
paid, in 1933 $1 a share, in 1934 75 cents, in 1935 50 
cents, while last year distributions to stockholders were 
increased to $1.8714 a share. 

Dividends in 1936 were slightly in excess of earnings. 
Net income of $5,548,782, including the profit of $1,653,- 
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Courtesy Westinghouse Aw Brake Co. 


This photo shows an installation of type “A-B" Freight Brakes on a Hopper Car. 



































177 which was made on the sale of the English invest- 
ment, was equivalent to $1.79 a share on the outstanding 
capital stock of the company. As the equivalent of only 10 
cents a share (after extraordinary charges) was reported 
for 1935, last year’s operations represent a sharp gain 
even eliminating the non-recurring investment profit. 

Westinghouse Air Brake is owned lock, stock and 
barrel by the twenty thousand who hold the company’s 
3,106,815 shares of capital stock. There is neither pre- 
ferred stock nor funded debt. Not only do the stock- 
holders own the business that has been described, but 
at the end of last year they had an interest in $5,600.000 
in cash, an interest in $10,400,000 of United States Gov- 
ernment and Federal Land Bank bonds and an interest 
in other marketable securities whose market value at 
the end of last year was nearly $4,700,000. There were 
in addition miscellaneous investments aggregating 
$7,300,000. The offsetting item of current liabilities 
totalled $6,200,000, but roughly half of this sum repre- 
sented the amount to be distributed from paid-in surplus 
during 1937 to the stockholders themselves. 

The point was brought out at the beginning of this 
discussion that the Westinghouse Air Brake Co. could 
reasonably look forward to a greatly increased business. 
Increased business, however, is not necessarily the same 
thing as increased profits and the company itself calls 
the attention of stockholders to certain retarding factors, 
saying: “The certainty of rising production costs 
throughout 1937 is a serious problem which confronts 
all industry. Raw material prices are at higher levels 
than for some years and are still rising, and wages of 
our employees have been increased to rates higher than 
any heretofore paid. Taxes, both Federal and State, 


have increased at an alarming rate. As a result of these 

factors, the cost of doing business is certain to be much 

greater in 1937 than in 1936.” 
From the point of view 


(Please turn to page 57) 
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Prosperity Smiles on Rayon 


BY EDWIN A. BARNES 


| year the rayon industry appropriately celebrated 
its twenty-fifth anniversary by recording the largest 
output in its history and earned for itself the distinction 
of being the most dynamic of the textile industries. 
Today rayon is ranked high among the leading fabrics, 
a far cry from the earlier days when it was little more 
than a cheap. and unreliable substitute for silk. In 
twenty-five years, production of rayon has increased a 
hundred fold and last year for the first time world out- 
put exceeded a billion pounds. A large measure of 
credit for the ascendancy of rayon to its present re- 
spected status must be given to the remarkable advances 
made in manufacturing technique. 

Rayon is “man-made” yarn, with each step of its 
production scientifically controlled and regu- 
lated and as the result rayon gains a distinct 
advantage over natural fibers. Manufacturers 
are able to produce rayon of uniform quality, 
in any desired length and texture and with or 
without a sheen. Continuous research has 

. made it possible to produce rayon having a 
finer filament than silk, unusual dyeing pro- 
perties have been developed and luster may 
be controlled to produce any desired effect. 
As a result the number of products for which 
rayon has been found wholly satisfactory has 
greatly increased and the fabric has been ac- 
cepted by fashion stylists and designers 
throughout the world. 

The manufacture of rayon involves the con- 
version of the cellulose of spruce wood and 
cotton linters into a liquid by the introduction 
of chemicals and then forcing it through spin- 
nerettes containing minute holes. The resulting 
filaments are hardened either by the evapora- 
tion of the solvent or by a chemical bath. 
There are four general processes employed in 
the manufacture of rayon—(1) Viscose, (2) 
Cuprammonium, (3) Nitrocellulose, (4) Ace- 
tate. The difference between these several 
types relates principally to the type of solvents 
used in converting cellulose into a liquid form. 
While the viscose type of rayon accounts for 
the bulk of the output, substantial gains have 
been recorded by acetate yarns in recent years. 
Important gains have also been shown in the 
production of spun rayon, a comparatively re- 
cent development of the industry. The manu- 


Gendreas 


facture of spun rayon involves cutting the rayon fila- 
ments into desired lengths, known as rayon staple fiber, 
which are then made into a thread. The creation of spun 
rayon has had the effect of greatly enlarging the fabric 
types to which rayon is adaptable. 

According to authoritative estimates total domestic 
production of rayon last year was 277,626,000 pounds. 


_ Although the increase was only 8 per cent over 1935, 


it marked a new high level and would have been even 
greater had not the floods earlier in the year interfered 
seriously with poduction. Consumption, on the other 
hand, increased 15 per cent last year to an estimated 
figure of 290,000,000 pounds. As a result inventories in 
the hands of manufacturers were depleted substantially 





Circular knitting machines in operation on Rayon articles. 
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and imports were larger in order to supply the 
demand. 

In the face of this situation, therefore, it is 
not surprising to find the industry currently 
engaged in a most extensive program of plant 
expansion. When additional facilities now being 
constructed or planned are available it is esti- 
mated that domestic capacity will amount to 
around 400,000,000 pounds annually, which 
would compare with the rated capacity of 325,- 
000,000 pounds at the beginning of this year. 
It appears unlikely, however, that the full in- 
crease will be available until the early part of 
next year and perhaps not that soon, owing to 
the difficulty in obtaining the necessary equip- 
ment. 

The soundness of the industry’s statistical 
position is a virtual guarantee of a strong price 
structure. Prices on some lines of rayon have 
already been advanced and quantity discounts 
on rayon yarn were abandoned at the first of 
the year, while in the case of viscose yarns 
prices were recently advanced 3 cents a pound 
to 63 cents, only 15 per cent higher than the 
all-time low. Higher prices would remove any 
threat to profit margins resulting from in- 
creased wages and raw material costs, a very 
important consideration inasmuch as wages 
account for nearly 50 per cent of operating 
costs, and raw materials 25 per cent. It is 
quite unlikely that any loss of competitive 
advantage to rayon would result from price 
increases in light of the fact that the prices of 
silk and other competing fibers have also risen. 

As to prospective consumption this year, some doubt 
must be raised at this early date as to the likelihood of 
a further increase as large as last year. It is a safe 
conclusion, however, that a sizable gain will be shown. 
Of particular interest in relation to potential demand 
for rayon is the recent development by duPont of a new 
rayon cord for tire fabric. Two leading tire companies 
have announced plans for using this fabric in the manu- 
facture of heavy duty bus and truck tires and if these 
products are successful a new field of considerable im- 
portance would be opened to rayon. At the present time 
the tire industry uses some 200,000,000 pounds of cotton 
annually. 

With the preponderance of favorable evidence in the 
current prospect for the rayon industry, leading manu- 
facturers may well record a substantial increase in earn- 
ings accompanied by larger dividends. The two leading 
manufacturers of rayon are the Viscose Corp. of America 
controlled by Courtaulds, Ltd., and duPont Rayon. 
both of which, however, are subsidiary units and do not 
publish separate statements. Tennessee Eastman, a 
subsidiary of Eastman Kodak, is also becoming an in- 
creasingly important factor in the manufacture of acetate 
yarn. 
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Industrial Rayon 


Among the independent manufacturers, Industrial 
Rayon holds a prominent place, notwithstanding that 
present productive capacity is less than 7 per cent of 
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Huge looms are used to weave Rayon into textiles. 


the total domestic output of rayon in 1936. Present 
plans, however, call for important additions to manu- 
facturing facilities. A new plant will be constructed at 
Painesville, Ohio, which it is expected will be able to 
turn out 12,000,000 pounds of rayon yarn annually. 
Incidentally, this new plant will be the first of its kind 
in this country and will be devoted exclusively to the 
manufacture of bleached cone yarn for the weaving trad. 
The company also has under consideration additions to 
its Cleveland plant which will further increase produc- 
tive capacity about 1,500,000 pounds annually. All in 
all Industrial Rayon has a potential capacity of about 
32,000,000 pounds. 

The company is credited with the development of 
the process by which it will be possible for rayon to be 
spun, chemically treated, twisted and bleached and 
wound into the cones demanded by the weaver, in a 
continuous operation and at a considerable savings in 
production costs. Industrial Rayon has recently formed 
a wholly-owned subsidiary—Rayon Machinery Corp.— 
with an initial capitalization of $1,000,000. This com- 
pany will build the machinery for the parent company’s 
new plant and then sell or lease machines utilizing the 
process mentioned above to other manufacturers. Ulti- 
mately, this new phase of the company’s activities may 
prove a very profitable venture. 

Funds to finance the company’s plant expansion were 
raised early this year by the sale of 151,625 shares of 
capital stock to stockholders at $30 a share. An addi- 
tional block of 89.500 shares (Please turn to page 60) 
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Tobacco Company Sales 


The gross business done by the 
big tobacco companies has long been 
a closely guarded secret. Recently, 
however, they withdrew their objec- 
tions to the SEC making the fig- 
ures public and there is now avail- 
able to stockholders important ad- 
ditional information in regard to 
their holdiugs. R. J. Reynolds sales 
last year at some $251,000,000 were 
the largest of the “big four”; Liggett 
& Myers was next with $222,000,- 
000; American Tobacco next with 
$217,000,000; Lorillard brought up 
the rear with $59,000,000. In 1936, 
R. J. Reynolds enjoyed a substan- 
tial gain in sales, Lorillard’s busi- 
ness was practically the same; Lig- 
gett & Myers’ was down about 
$1,000,000, while American To- 
bacco’s was down something over 
$5,000,000. On the basis of the bare 
figures published and without giving 
consideration to the possibility of 
accounting differences, the operat- 
ing profit for Reynolds was about 
19% of gross, for American Tobacco 
about 15%, for Liggett & Myers 
something under 9%, while for Loril- 
lard it was something under 7% of 
gross. When future reports are 
made, changes in these figures will 
make an interesting study. 


interesting Railroad 
Equipment Issue 


The stock of the Youngstown 
Steel Door Co. is traded on the 
New York Curb Exchange, where 
the market is often so thin that the 
issue is a hazardous one for the 
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trader. Whatever dangers it may 
have for the speculator, however, 
this stock may well interest in- 
vestors. The company is a manu- 
facturer of steel doors, sides and 
other parts for railroad freight cars 
and, benefiting from the upturn in 
traffic and the resultant feverish re- 
habilitation of old equipment and 
the purchasing of new, it has been 
doing a land-office business. Earn- 
ings last year were the equivalent 
of $3.59 a share on each of the 
332,960 shares of common stock out- 
standing at the close of the period, 
compared with the equivalent of 
61 cents a share in 1935. Unfilled 
orders currently are believed to be 
higher than ever and this year’s 
earnings should duly reflect the 
favorable position. The last divi- 
dend paid by the company was 50 
cents a share on March 15. The 
current price of the common stock 
of the Youngstown Steel Door Co. 
is roughly $75 a share. 


Some Refused to Go Down 


Although the recent recession in 
the stock market was quite severe 
and a large number of new lows 
were made, nevertheless a handful 
of stocks stood out and obstinately 
moved into new high ground. 
Prominent among these was the 
Container Corp., National Supply 
and Oliver Farm Equipment. There 
are, of course, always reasons for 
actions such as this. In the case of 
Container, the reason is to be found 
in the fact that the company earned 
the equivalent of 96 cents a share 
on the common in the first quarter 


of the present year, compared with 
27 cents a share in the correspond- 
ing previous period; also a large 
financial service recommended the 
stock’s purchase. The reason be- 
hind National Supply’s exceptional 
action was the rumor that earnings 
in the first quarter might be as much 
as $4 a share. Belief in high earn- 
ing power was the cause also of 
Oliver Farm Equipment moving 
against the market. We are inclined 
to agree in all cases that the excep- 
tional action of these stocks was 
justified and it seems likely that 
they will work still higher. 


The Tariff as a Controller 
of Prices 


Whenever the Government frowns 
upon rising prices, as the President 
himself did the other day, thoughts 
immediately turn to the possible 
means that there might be to con- 
trol them. Because of the close con- 
nection between price and money, 
the feasibility of some kind of 
monetary tinkering will be studied 
first. It is to be remembered, how- 
ever, that the Government pos- 
sesses a potent weapon by which a 
rise in prices can be prevented— 
a weapon lying entirely outside the 
banking system, interest rates, gold 
coverage and other monetary fac- 
tors. A country heavily protected 
by a tariff on imports such as this 
one can do much to bring about 
lower prices by merely cutting the 
import levy. This has the great 
advantage of being selective: in 
other words the tariff can be re- 
duced only on those articles whose 


THE MAGAZINE OF WALL STREET 


eS SS 





_ ~~ ao ell Ulli Oe 











with 
ond- 
arge 

the 


nal 
ings 
uch 
rn- 
of 
ing 
1ed 
ep- 
vas 
lat 







PO SSR EEY 


SATIRE 


TQ ERE Tee 


PTR aE 


price is deemed too high. 
It has the second advan- 
tage of benefiting the con- 
sumer and the third of 
contributing to an increase 
in word trade which is, of 
course, to the benefit of 
everyone. If tariff reduc- 
tions hurt industries in this 
country, we can console 
ourselves with the thought 
that it is only the most in- 
efficient for which there 
may well be no economic 
justification at all that 
would be hurt. There is 
nothing new in the control 
of prices through tariff 
changes: when Italy deval- 
ued she reduced the import 
levy on foodstuffs to pre- 
vent too rapid a rise in 
prices: within recent weeks 
Great Britain, for the dual 
purpose of increasing sup- 
ply and avoiding a runa- 
away market, has reduced 
her tariffs and economists 
over there are recommend- 
ing further reductions. So, 
when considering our Gov- 
ernment’s control over 
prices, do not neglect to 
consider the tariff. 





Lehman Corp. 


As one of the most prom- 
inent and successful of our 
investment trusts, it is al- 
Ways interesting to note 
the important changes in 
the portfolio of the Leh- 
man Corp. During the six 
months to December 31, 
last, there were switches 
from other farm equip- 
ments companies to Inter- 
national Harvester, rubber 
stocks were bought on bal- 
ance, although there was 
liquidation in other auto- 
mobile accessories and in 
automobile companies 
proper. 





Developments in Companies Recently Discussed 


international Nickel. Here is a company 


truly international: 46.5% of the stock- 
holders live in this country and they own 
44.4% of the stock, 19.5% live in Britain 
and they own 33.2% of the stock, while 
31.4% live in Canada and own 18.9% of 
the stock. The balance is scattered. It 
would seem that the average American 
stockholder were moderately well-to-do, for 
he owns a moderate sized block of stock, 
while the average English stockholder is a 
big fellow and the average Canadian 
stockholder a little fellow. 


Consolidated Oil. Reported earnings for last 


year the equivalent of $1.18 a share on 
the outstanding common stock—the best 
showing in seven years. Stockholders are 
to be asked to authorize the issuance of 
$50,000,000 in debentures which will be 
sold when a favorable opportunity presents. 


Aluminum Co. of America. Announces a pro- 


gram under which some $26,000,000 will be 
spent for plant expansion and improvement. 
Company's chairman said that he did not 
fear a runaway market for aluminum and 
that it was desired to maintain present 
quotations through the current year. 


Pure Oil. At the recently held annual meet- 


ing an official said: “While the future 
action of directors cannot be definitely 
stated at the present time, it is believed 
that consummation of financing now in 
progress will permit payment of dividends 
on the common stock at an early date 
thereafter, provided the present level of 
earnings is maintained." Financing referred 
to is the sale of $42,000,000 in new con- 
vertible preferred and, with the proceeds 
from this issue together with the proceeds 
from the exercise of stock purchase war- 
rants, the retiring of various bank loans 


and securities. 


Commercial 


General American Transportation. 


Investment Trust/Commercial 
Credit. Federal Trade Commission has 
dismissed the complaints against these com- 
nies and certain 





p . other finance comp 
automobile companies charging that their 
“six per cent" advertising was misleading. 
It has been agreed that the term "six per 
cent" will only be used with an adequate 
explanation that it does not mean six per 
cent per annum simple interest. The interest? 
charge actually made is some eleven per 


cent per annum. 


Standard Oil of California. Among the high- 


lights of the company's report was the news 
that domestic acreage was increased 28% 
last year. Earnings were equivalent to 
$1.78 a share of common, against $1.42 in 


1935. 


Best & Co. Fears have been expressed that 


higher costs would absorb the benefits of 
increased sales in retail trade lines. In 
the case of Best & Co., however, this has 
evidently not been true so far, for the 
president has just said that February and 
March maintained last year's gains and 
that profit margins are holding up with 
1936. 


Reports 
manufacturing divisions booked to capacity 
until next October. Earnings in the first 
quarter of this year were approximately 


$1 a share. 


Erie Railroad. Although earnings in the first 


quarter will be about $632,000, compared 
with a deficit of $172,000 last year, divi- 
dends on the road's preferreds must await 
the elimination of some $24,000,000 in notes 
and bills payable. Officials point out that 
contract with the Reconstruction Finance 
Corp. precludes dividends until the debts 


to the government agency are met. 





Heavy buying of aircraft 


Sugar was increased. The company 


stocks and the shares of machinery 
manufacturers was an offsetting item 
to the disposal of 6,400 shares of 
Continental Can. The entire hold- 
ing, 10,000 shares, of American Sugar 
Refining was sold, although the large 
investment in American Crystal 
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was a seller on balance of gold and 
silver mining stocks. There was 
considerable switching around in the 
other non-ferrous metals, but com- 
mitments in this section were on the 
whole increased. In the final six 
months of last year Lehman Corp. 


was a heavy buyer of Continental, 
Gulf, Standard (New Jersey) and 
Texas Corp. among the oils; Humble 
and Socony-Vacuum were among the 
issues sold. A seller of International 
Telephone & Telegraph, Lehman was 
a buyer of domestic public utilities, 
(Please turn to page 51) 







































































THE BUSINESS ANALYST 





Jahking the Pulse of 


a lumber shipments, the 
steel ingot rate and cotton cloth pro- 
duction enjoyed a somewhat greater 
than normal seasonal expansion dur- 
ing the past fortnight, all other com- 
ponents of our Business Activity 
Index have slackened more or less; 
so that the annual rate at which 
‘new wealth is being produced has 
dropped abruptly to around 95% of 
the 1923-5 average—a level only 
12% higher than last year at this 
time. The heaviest curtailment was 
reported by soft coal mines, where 
output fell nearly 40% owing to 


—Steel Near Capacity 
—Building Pace Slackens 
—Copper Stocks Reduced 
—Oil Prospect Favorable 


—Record Motor Output 


labor trouble as a backwash from 
current efforts to unionize automo- 
bile plants in Canada, it would be 
logical to look for sharp improve- 
ment soon in motor car assemblies 
at home; though such gains would 
probably not suffice to offset the ad- 
verse effect upon Business Activity 


Business 


ceed the recovery high reached in 
March, and it may be appreciably 
lower. Much depends upon political 
developments abroad and the tac- 
tics of organized labor at home. It 
is a fair guess, however, that busi- 
ness volume during the second quar- 
ter will not average more than 12% 
ahead of the corresponding period 
last year, against an increase of 
nearly 24% for the first quarter. 
Now that the Wagner Labor Re- 
lations Act has been declared con- 
stitutional it is quite possible that 
future efforts to unionize indus- 








stoppage of work for three days 
prior to renewal for two years 
of the one-year wage agreement 
which expired on April 1. Next 
in magnitude was an 8% reces- 
sion in motor car assemblies re- 
sulting from sit-down strikes, 
since settled. 

Viewing March as a whole, it 
develops that Business Activity 
averaged 98.2, or 27% ahead of 
March, 1936. For the entire first 
quarter, business averaged 93.4, 
practically the same as for the | 
final quarter of 1936; but 23.7% 
ahead of the corresponding | 
three months’ interval a year 
ago. In view of heavy over- | 

| 





stocking in bituminous coal 
prior to the closing week of 
March, little if any recovery 
from the present reduced out- 
put is looked for during the sec- 
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try may proceed without the 
costly interruptions of produc- 
tion that held back recovery 
during the first quarter. An- 
other favorable factor in the 
current business outlook is per- 
sistent expansion in the nation’s 
purchasing power as evidenced 
by February increases of 17% in 
factory employment, 30% in 
factory payrolls and 24% in 
farm income, along with the 
March gain of 20% in declared 
dividends, as compared with the 
corresponding months of 1936. 
That a not inconsiderable por- 
tion of this increased income is 
being spent for new housing 
may be gleaned from the Gov- 
ernment’s report showing a 94% 
gain in estimated cost of resi- 
dential permits granted in Feb- 
ruary as compared with the like 








| 
ond quarter, and it will be some | 


month of 1936. Moreover, the 








time before production again 
reaches the speculative peak of a 
few weeks ago, especially since 
higher prices made necessary by an 
average increase of 25 cents a ton in 
labor costs will tend to encourage 
the substitution of competing 
sources of energy. On the other 
hand, barring renewed domestic 


42 


of drastically lower bituminous coal 
production, with its retarding influ- 
ence upon car loadings, electric 
power output and check payments. 
At present writing it therefore seems 
scarcely probable that the country’s 
average physical volume of business 
during the second quarter will ex- 


number of stations gained by the 
Bell System in March exceeded the 
number gained in March, a year 
ago, by 38%; while new capital to 
be raised by flotation of corporate 
securities amounted to 14% of the 
registrations which became effective 
in February, against only 5.7% for 
February, 1936. 
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On the other hand, commodity 
price movements over the next few 
months are likely to set up con- 
flicting trends in the business stream. 
Fancy prices for basic raw materials 
are beginning to have the inevitable 
effect of increasing supplies, and re- 
cent liquidation of speculative posi- 
tions has precipitated a reaction 
which, while it lasts, may cause con- 
sumers and hoarders to withhold 
purchases. But retail prices will go 
on rising for several months, which 
may lead to anticipatory buying of 
finished goods by the consuming 
public. 


The Trend of Major Industries 


STEEL—At around 90%, steel 
mills are currently operating at close 
to practical capacity, being reluc- 
tant to open up obsolete and high 
cost units solely to supply the for- 
eign demand in spite of the circum- 
stance that premiums as high as 
$12 a ton are being offered in some 
instances on export business. On 
domestic business the industry is 
booked far ahead, with nearly all 
tonnage for the current quarter sold 
and substantial tonnage entered for 
the third quarter subject to prices 
ruling at time of shipment. To re- 
move uncertainty on this point, 
prices for the third quarter will be 
announced soon; but few changes 
are expected except for possible ad- 
vances on wire and wire products. 
A recent advance of 50c a base box 
cen tin plate will prove effective only 








STEEL OPERATIONS 
100 


2 
o 


60 


Jo OF CAPACITY 
S 


uw 
o 





40 





J FMAMIS3SAS OND 

















on export and miscellaneous busi- 
hess; since can manufacturers are 
already covered up to October 1. 
Can makers had large inventories of 
tin plate on hand at the end of 1936 
and early this year added still fur- 
ther to supplies. Export demand is 
insistent and has contributed to re- 
cent near capacity operations. Gen- 
erally speaking, first quarter steel 
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profits were eminently satisfactory; 
but earnings for the second quarter 
are not likely to compare so favor- 
ably with a year ago, owing partly 
to higher costs of labor and material 
and partly because a steady operat- 
ing rate this year will come into 
juxtaposition with sharply expand- 
ing output last year. 


CONSTRUCTION—Rising costs 
and declining Government activities 
appear to be exerting a retarding 
influence upon construction awards, 
for the time being at least, and total 
awards in 37 states east of the 
Rockies during the first half of 
March were only a few per cent 
higher in value than for the cor- 
responding period of 1936. It is 
possible, too, that part of this slack- 
ening in the rate of expansion may 
have resulted from the open winter 
which advanced the building sea- 
son by a few months. Federal 
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Housing Administrator Stewart Mc- 
Donald has recently warned build- 
ing material suppliers that, unless 
prices were curbed, the Housing 
Administration would open a cam- 
paign against building because of 
the high cost. However, since labor 
is the chief component of building 
costs, and wages are advancing 
rapidly, it seems doubtful if prices 
can be talked down. 


RAILS—While a sharp contrac- 
tion in coal shipments, incident to 
over stocking by consumers, is likely 
to reduce coal tonnage for a few 
months, the country’s total car load- 
ings should.be benefited by a coun- 
teracting increase in the production 
of heavy goods and general mer- 
chandise; barring a possible tapering 
off in building activities in conse- 
quence of mounting construction 
costs. The ICC has presented a 
pleasant surprise to the carriers 
since our last issue in agreeing to 








hand down a ruling by midsummer 
on proposed freight increases from 
which railroads hope to realize 
around $70,000,000 annually in ad- 
ditional revenue. In _ February, 
Class I carriers converted a 7% gain 
in gross into a 14% increase in net 
railway operating income. The gain 
in net for two months, compared 
with a year ago, amounted to $7,- 
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500,000, or nearly 11%. In Jan- 
uary, the net loss, after taxes and 
charges, came to $4,600,000 against 
$7,800,000 for the like months of 
1936. 


METALS—Liquidation of specu- 
lative holdings abroad in response 
to British banking pressure has re- 
cently caused a sharp reaction in 
prices of non-ferrous metals. De- 
spite an increase of 10% in world 
production for March, a reduction 
of about 2% in world stocks of re- 
fined and blister copper occurred 
during the month, owing to con- 
tinued expansion in apparent con- 
sumption. It is significant, however, 
that all of the increase in output 
during March, and nearly all the 
decline in stocks, was confined to 
the United States, despite a gain of 
only 1,280,000 Ibs. in domestic ex- 
ports. Evidently foreign output has 
not yet expanded, so that the red 
metal would still be in a tight statis- 
tical position were it not for the 
recent release of speculative hold- 
ings, which, we surmise, must have 
gone into strong hands. If present 
armament demands continue and 
foreign mines do not soon speed up 
production, the recent reaction in 
copper will prove to have been short 
lived, although it may temporarily 
go farther. World visible supplies of 
tin at the end of March, though off 
8% since the end of 1936, were still 
29% above a year ago, and thus 
offer no statistical defense for the 
recent speculative boost in price. 
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AUTOMOBILES—Despite recur- 
ring strike difficulties, production of 
motor cars during the first quarter 
reached an all-time peak of 1,291,000 
units. Ford was the heaviest pro- 
ducer with 419,000, a gain of 45% 
over the corresponding period of 
1936. The “independents” staged a 
557% increase, with Packard more 
than doubling its output. General 
Motors’ sales to consumers in March 
ran something over 8% ahead of 
March a year ago, against a 10% de- 








= 


| 
JAUTOMOBILE PRODUCTION 
160 


—_ = = 
of Sf 
ooo 


THOUSAND CARS 
o @ 
o oO 


4 
1936 


> 
oO 








wo 
oo 








JFMAMJJASOND | 
}i__ 








cline for the entire first quarter. 
Normally motor car production 
reaches a seasonal peak around the 
last week in April; but it may come 
later this year, owing to greater gen- 
eral prosperity and the release of 
demand pent up by stoppages in 
production. 


OIL—Had it not been for a fairly 
substantial increase in California, 
the decline in crude output during 
the past fortnight would have 
amounted to a full 


—————— 


prices this summer is not impossible. 
An advance of a quarter cent in fuel 
oil prices since our last issue should 
help to make that rapidly expanding 
branch of the industry a little more 
profitable. 


MERCHANDISING — Depart- 
ment store sales in March, adjusted 
for the earlier date of Easter, were 
nearly 10% ahead of March, 1936. 
Without adjustments, the increase 
was 20%, a record tied by variety 
stores. Chain store sales in March 
increased 26%, with Montgomery 
Ward reporting the phenomenal gain 
of 40.6%. Since Easter fell in April 
a year ago, retail sales for the cur- 
rent month are not expected to 
make a very good comparative 
showing but, on an adjusted basis, 
should do as well as, if not better 
than, in March. The dollar value 
of our merchandise import plus ex- 
port trade in February increased 
36% over the corresponding period 
of 1936, against a two months’ gain 
of only 28%. After all due allow- 
ance for the year’s rise in prices, 
this still reflects a very gratifying 
gain in the physical volume of our 
foreign trade, even though imports 
are expanding faster than exports. 


UTILITIES—Discouraged _hold- 
ers of public utility securities may 
find food for thought in the remarks 
of two outstanding leaders in the 
industry. Chairman Carlisle, of the 


Niagara Hudson Power Corp., states 7 
he does “not share the view that 
the industry is going to the dogs or 
that it is not going to be able to 
earn a fair return for its investors.” 
President C. W. Kellogg, of the 


Edison Electric Institute, points 
out that the number of municipal 
plants established between 1933 and 
1936, inclusive, was only 30, the 
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smallest number in any four-year 
period since 1886, and refers to this 
“as striking proof that the people of 
our country on the whole believe the 
electric service they are getting is 
as good and cheap as is reasonably 
obtainable.” 


Conclusion 


While business volume for the first 
quarter ran nearly 24% ahead of the 
corresponding period a year ago, a 
reactionary tendency in staple com- 
modities combined with prospects 
for fewer major labor disturbances 

from now on, prom- 








1%. Meanwhile stocks 
of motor fuel, though 
nearly 14% ahead of 
a year ago, have 
ceased to expand. 
Should current efforts 
of the C. I. O. to! 
unionize the refinery 
industry result in 
plant shutdowns, con- 
sumers would sud- 


INDEX NUMBERS 


denly be faced with y ice is 


a shortage of sup- : 
plies. Fortunately 
this danger has been 
lessened by the recent. 
Supreme Court deci- 
sions upholding the 
Wagner Labor Rela- 
tions Act; but premi-, 
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-| THE TREND OF COMMODITY PRICES 


(U. S. DEPARTMENT OF LABOR INDEX 1926 100) 
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Fortnight Ended April 10, 1937 
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ises to so cut down 
the volume of specu- 
lative purchases and 
production that the 
second quarter’s busi- 
ness activity will do 
well to average 12% 
ahead of the second 
three months’ inter- 
val of 1936. Sagging 
bond prices, more- 
over, are temporarily 
discouraging the flo- 
tation of securities to 
provide capital for 
further expansion. On 
the other hand, con- 
if tinued expansion in 
the public’s purchas- 
if ing power should 
stimulate retail buy- 
ing to anticipate 
| higher prices on fin- 
=a ished goods. 
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THE MAGAZINE OF WALL STREET'S COMMON STOCK INDEX 


1936 Indexes 


Fes lo. of 
High Low Issues 





1937 Indexes 




















(1925 Close—100) High Low Apr.3 Apr.10 Apr. 17 
106.0 78.4 330 COMBINED AVER. 122.0 106.0 115.1 112.0 111.6 
204.6 113.4 5 Asgricultural Implements... 240.6 204.6 230.4 231.2 238.7 
68.6 39.9 6 Amusements............. 72.6 66.7 68.2 69.4 72.2 
143.5 116.8 16 Automobile Accessories... 146.6 122.8 126.3 122.8x 122.8 
24.9 17.7 13 Automobiles............ 30.1 23.3 27.3 26.8 26.7 
156.8 104.3 8 Aviation (1927 Cl—100). 178.0 151.8 160.2 151.8x 153.7 
23.8 12.6 3 Baking (1926 Cl.—100)... 28.5 21.8 24.0 23.8 22.6 
500.9 318.6 2 Bots. & Cks. ('32 Cl—100) 536.0 456.6 507.3 471.7 493.1 
262.0 202.8 3 Business Machines........ 08.6 262.0 275.9 268.9 276.1 
de: Se oR 242.8 205.7 215.1 207.1 205.7x 
227.9 467.5 10 Chentleals............... 247.7 228.7 247.7H 240.4 237.2 
73.8 42.8 15 Construction............. 88.3 73.4 81.1 76.8 78.4 
166.4 87.9 10 Copper & Brass........... 217.3 165.9 192.8 177.4 175.3 
47.8 39.3 2 Dairy Products....... ; 43.0 40.4 40.6 40.4x 40.7 
41.8 23.3 10 Department Stores...... ° 42.7 36.0 38.3 37.4 37.0 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 92.1 102.3 100.9 100.4 
441.1 227.2 2 Finance Companies....... 388.4 323.5 332.0 323.5x 338.8 
70.1 60.9 7 Food Brands............. 71.9 65.2 67.2 65. 65.2x 
56.6 41.4 4 Food Stores............. 53.2 48.1 49.2 48.9 48.1x 
oo ee Me 122.3 103.2 116.5 113.6 113.7 
1296.9 1116.0 4 Gold & Platinum Mining.. 1253.6 1079.1 1135.3 1102.0 1079.1x 
51.0 36.6 5 Investment Trusts.......... 58.6 49.2 53.7 53.0 52.3 
341.6 265.2 3 Liquor (1932 Cl—100)... 317.8 277.4 311.0 297.9 297.9 
189.5 134.7 9 Machinery.............. 209.8 185.3 191.2 185.3x 187.9 
107.4 61.3 Bb eee 104.2 89.6 94.6 94. 95.3 
83.9 59.4 4 Meat Packing............ 109.6 79.6 96.6 90.5 95.2 
232.5 159.5 14 Metal Mining & Smelting.. 334.1 232.5 310.1 290.6 285.1 
23.4 ED.” SM id Sh bans ons. s pa aie 26.5 19.0 25.4 25.9 26.5H 
142.8 97.2 24 Petroleum & Natural Gas... 158.8 142.8 158.8H 153.1 155.3 
96.6 67.2 18 Public Utilities........... 114.9 90.7 95.0 90.7x 92.0 
35.4 26.7 4 Radio (1927 Cl.—100).... 31.7 26.5 27.6 26.5x 27.1 
100.4 52.5 9 Railroad Equipment....... 112.9 94.7 98.9 94.7x 95.7 
39.8 27.3 24 Railroads................ 48.6 37.2 45.6 43.4 44.3 
Sr | a a arr 28.5 20.7 22.5 20.7x 92.0 
87.6 62.7 4 Shipbuilding............. 87.6 70.8 75.6 71.6 70.8x 
124.5 85.2 12 Steel &lron............. 165.6 124.5 156.3 147.5 148.0 
ee re 45.2 38.7 41.5 40.6 40.6 
175.6 142.5 WII 5 desk eeidiasaies, eas 171.2 159.9 168.9 161.3 163.4 
97.4 76.6 3 Telephone &Telegraph.... 85.3 16.6 78.3 76.6x 177.4 
a 2 See 91.8 77.1 82.0 79.5 83.8 
20.9 10.6 4 Tires & Rubber........... 29.2 20.5 28.2 26.5 26.9 
100.2 87.2 i ees 99.4 86.5 88.3 87.8 86.5x 
oe Je, ee 71.9 51.5 56.5 54.3 51.5 
369.2 232.5 4 Variety Stores........... 346.8 294.2 300.1 294.2x 300.4 
H—New HIGH record since 1931. x—New LOW this year. 
DAILY INDEXES OF SECURITIES 
N.Y. N. ¥. Times 
Times Dow-Jones Avgs. ———50 Stocks 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, April 5...... 86.42 184.19 60.56 134.86 133.98 976,340 
Tuesday, April6....... 86.29 182.98 60.08 134.38 132.98 1,251,540 
Wednesday, April 7.... 85.79 178.07 58.26 132.84 130.10 2,289,590 
Thursday, April 8...... 85.45 178.18 58.50 131.70 129.50 1,920,330 
Friday, April 9........ 85.51 178.94 58.65 131.73 128.64 1,733,250 
Saturday, April 10.... 85.44 178.26 58.72 131.69 130.92 480,360 
Monday, April 12... .. 91.24 179.74 59.33 132.09 129.80 1,135,240 
Tuesday, April 13..... 91.62 182.10 60.20 134.29 132.17 1,585,110 
Wednesday, April 14... 91.61 181.93 60.31 134.46 132.97 1,480,100 
Thursday, April 15..... 91.36 181.19 60.18 134.03 132.79 940,900 
Friday, April 16....... 91.59 180.75 60.26 134.07 132.25 1,069,210 
Saturday, April 17. ... 91.64 180.51 60.02 133.23 132.44 444,100 








STOCK MARKET VOLUME 





Total Transactions 
Year to April 17 


178,067,356 


8,651,410 
Same Date 
1936 


201,098,443 


7,245,050 


Same Date 
1935 


62,637,434 


Week Ended April 17 Week Ended April 10 Week Ended April 3 
6,654,660 








Note: 


F. W. Dodge—37 states. 
*23-25—100. *—000 omitted. 
Ja.—January. 


ended April 15. 








1937 


(e)—Estimated. 





Fe.—February. 


Latest figures compiled as of April9. (b)—1,000 Gross tons. 
(f)}—Dun & Bradstreet. 


+—000,000 omitted. *—lron Age Composite. 


Mr.—March, 


(C)—Iron Age. 


(d)— 


(G)—U. S. Labor Bureau 


§—Week 


Re 


t 


MONEY RATES 


Time Money (90-day). ..... 
Prime Commercial Paper... . . 
SN Sees 


Re-Discount Rate... 


CREDIT 


Bank Clearings, N. Y.T...... 


Bank Clearings 


(outside N. Y.)7......... 
Brpkers’ Loans, F. R.7. 


Brokers’ Loans N. Y.S.E.7. 


New Corporate Financingt.. . 


COMMODITY PRICES 
Finished Steel* c per Ib...... 


Pig lron* $ per ton. 


Steel Scrap,* $ per ton... 


Copper, $ per Ib 
Lead, $ per Ib... 
Zinc, $ per Ib.... 
Tin, $ per Ib... .. 2 


Rubber, $ per Ib........ e ; 
Crude Oil (Mid-Cont.), $ per 
"| eee ae 


Sugar, raw $ per Ib. 


Silk, zaw, $ per Ib... . 
Wool, raw, $ per Ib... 
Wheat, Price, May, $ per bu. . 
Cotton Price, Mar., $ per Ib.. 
Corn Price, May, $ per bu.. 


KEY INDUSTRIES 


Steel Ingot Prod. (6) (tons)... 





U. S. Steel Corp. Shipments 


(b) (tons) 


Pig Iron Production (b) (tons). 
Operating Rate,% Capacity (C) 
Auto Production........... 
Bldg. Contract Awards (d)*.. 


Residential Bldg. (d)*...... 90,168 63,012 
Cement Shipments* (bbls.).. . 5,163Fe 4,680Ja 
Coal Production (tons) Bit... . 42,110Fe 40,940Ja 
Cotton Consumption (bales) *. 664Fe 678Ja 
Mach. Tool Orders, '26— 
ss) ee a ; ; 211.6 165.2 
Latest Previous 
Week Week 
Oil Prod., daily aver. (bbls.)* 3,426 3,422 
Stocks of Gasoline* (bbls.). . 82,579 82,408 
Elec. Pwr. Output (kwh)i 2,176 2,147 
Latest Previous 
TRANSPORTATION Week eek 
Carloadings*®........ 116 727 
Miscellaneous Freight* 321 329 
Merchandise, L.C.L.* 173 174 
TRADE Feb. Jan. 
Dept. Store Sales '23-25— 
| Ene ‘ 92Mr 95Fe 


Mail Order Sales*........ 
Merchandise Imports*. . . 
Merchandise Exports*. . . 


Business Failures (i). . 


EMPLOYMENT 
Factory (G)........ 


Durable Goods Industries (G). 


Consumers Goods (G 
Factory Payrolls (G) 





) 


Latest Previous 
Week ee 
14% 1%4% 
1% 1% 
1% 1% 
eae 114% 112% 
$3,626 $4,295 
2,211 2,364 
1,076 1,081 
April1 Mar. 1 
$1,158 $1,074 
221Mr 225Fe 
Latest Previous 
Week ee 
2.605 2.605 
23.25 23.25 
21.42 21.92 
+1514 2151 
-06 -06 
.07 .07 
5814 6052 
+221, 241%, 
1.27 1.27 
.0350 0345 
etetha 1.95 1.96 
... 1.10-1.12 1.10-1.12 
1.30%, 1.39% 
1307 21336 
1.2534 1.31% 
Mar. Feb. 
5,229 4,425 
1,414 1,134 
3,459 2,999 
91.0§ 91.0 


277,805 240,396 
232,504 221,550 
802Mr 721Fe 

Feb. Jan. 

98.9 96.5 

93.2 90.3 

Paes 105.1 103.1 
95.7 90.6 


Year 
ge 
1% 
WT 
%T% 


14% 


$3,210 


1,862 
1,047 


Last 
Year 


$996 
466 


Year 
go 
2.097 
18.84 
14.63 
091% 
.046 
.049 
4614 
-161% 


1.17 
.0375 

1.7714 
87 

1.0052 
-1146 
63% 


Year 
Ago 
3,343 


784 
2,040 
66.0 


383,637Fe 399,426Ja 300,874 
$231,246 $188,257 $198,762 


55,221 
3,177 
41,154 
516 


105.3 


Year 
go 
2,890 
74,160 
1,915 


Year 
go 
622 
263 
162 


Year 
Ago 


84 


$75,106Mr$52855Fe $58,810 


192,774 
182,024 
946 


Year 
Ago 
86.9 
78.6 
95.8 
73.7 













































































The Personal Service Department of Tue Macazine or WALL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. 
2. 
3. 


envelope. 


4. 


Give all necessary facts, but be brief. 


Confine your request to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed 


If not now a paid subscriber, use coupon elsewhere in this issue and send 


check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Loew's, Inc. 


It seems to me that Loew’s, Inc. should be 
selling higher on the basis of its earnings and 
the possibilities of substantially higher divi- 
dends. Would you please comment on this? 


—S. B. J., Pittsburgh, Pa. 


Due largely to sound managerial 
policies and conservative financing, 
the record of Loew’s, Inc., has been 
much better than that of the ave- 
rage organization operating in the 
motion picture field. Approximately 
half of the theatres comprising the 
chain are situated in the New York 
metropolitan area, with the balance 
in other large centers both here and 
abroad. Even during the worst 
of the depression years, 1932-1933, 
Loew’s still operated at a profit and 
reported for its fiscal year ended 
August 31, 1933, earnings equal to 
$2.15 a share on its common. While 
well below the record net of $9.65 a 
share reported in the 1930 fiscal 
year, the organization § thereby 
demonstrated its ability to operate 
profitably even under most trying 
circumstances. With the lifting of 
depression influences, the trend of 
earnings has been strongly upward, 
and during the sixteen weeks’ per- 
iod ending March 13, 1937, net 
profit has been estimated at about 
$3 a share on the common. At 
this rate, earnings for the first half 


46 


of the company’s fiscal year to end 
August 31, 1937, would equal over 
$5 a common share against $3.05 
earned in the like interval of the pre- 
ceding year. Due to seasonal fac- 
tors, earnings during the current 
quarter probably will be well below 
the March quarter, but are expected 
to compare favorably with a year 
previous. The company has a num- 
ber of feature films scheduled for re- 
lease which are expected to prove 
successful from the standpoint of 
earnings and box office receipts. 
Loew’s finances continue to be fea- 
tured by great strength, while capi- 
talization is most conservative, 
funded debt and preferred stock be- 
ing low in relation to indicated 
assets. In view of the fact that the 
$6.73 a share reported for the fiscal 
year ended August, 1936, will prob- 
ably be exceeded by a wide margin 
during the current fiscal year, the 
stock appears to be quoted at levels 
from which very worthwhile appre- 
ciation could be registered and we 
favor retention. 


Inquiries. 


Electric Storage Battery Co. 


I am told that increased competition and 
narrower profit margins cause Electric Stor- 
age Battery to lag. I am, therefore, unde- 
cided whether to continue holding shares 
bought at 42%. What do you advise? 


Increasing competition over re- 
cent years has had an adverse effect 
upon earnings of Electric Storage 
Battery Co. Nevertheless, dollar 
sales of the company have increased 
from the depression low of $16,823,- 
561 in 1933 to $25,452,038 for 1936. 
Not only have sales of original 
equipment to automobile manufac- 
turers improved in line with the 
pickup which has occurred .in that 
industry, but replacement sales have 
also tended higher. Almost half of 
the company’s business is with in- 
dustries other than the automobile, 
including the public utilities, radio, 
motion picture, farm lighting, rail- 
road, ships, stationery engines and 
airplanes. An active research de- 
partment has aided in the develop- 
ment of new and diverse markets, 
and prospects for further improve- 
ment in the earnings picture are 
heightened by the improvement 
noted in public utility and railroad 
operations as well as in numerous 
other fields not directly associated 
with the automobile industry. The 
keen competition already referred to 
seems likely to continue, especially 
in the automobile equipment divi- 
sion so that improvement here prob- 
ably will be slower from now on than 
in the general industrial line of spe- 
cialty batteries. The organization 
has outstanding only 1,256 shares of 
$25 par value preferred and 910,554 

(Please turn to page 62) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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| What and When to Buy 


FOR PROFITS 


8 Stocks to Buy 


for the Spring Rise 


Premier rubber stock. Raw material position brings 
costs well below existing market quotations and in- 
sures good profit margin. Excellent “hedge” against 
inflation. Selling at ten times 1936 earnings with 
trend sharply upward. Conservative capital struc- 
ture with considerable leverage. An ideal buy. 


One of the few oil companies producing over its own 
refinery needs. Potentialities not generally recog- 
nized . . . due to conservative accounting. Stock 
showed marked resistance in recent decline. Tech- 
nical position forecasts immediate advance. 


A leading steel company operating at 90% of capacity. 
Selected to benefit fully from the outstanding year 
anticipated for industry. First quarter earnings ex- 
ceeded all of 1936. Sound and aggressive manage- 
ment. Stock should move materially higher. 


Company holds competitive advantage due to ownership 
of unique equipment. In _ excellent position to 
participate in house-furnishing expansion and in 
recovery of building construction and renovation. 
Exceedingly strong financially with conservative 
capitalization. Highly increased earning indicated 
over coming months. Yeld is 4.6%. 


A great rail system, conservatively capitalized, with no 
dificult financial problems. Earnings on the 
common for 1936 were 62% above 1935. Terri- 
tory served is particularly responsive to improve- 
ment now being shown in the many heavy indus- 
tries located therein. Dividend yield of over 4% 
could readily be increased. 


A strong department store chain that operates over a 
widespread area and is showing phenomenal sales 
increases. Dollar sales for March 1937 were 
23.57% ahead of March last year. Dividends paid 
in 1936 would provide a yield of 7.5% at current 
price, in lower thirties. 


Successful record of company makes it outstanding 
among the oils. Owns exceptionally rich reserves. 
Operations concentrated in producing end where 
marketing outlook shows greatest improvement. 
Earnings on common for 1936 approximately three 
times greater than 1935. This stock can soar. 


Important manufacturer of trucks and buses. Bene- 
ficiary from trend to bus transportation. Business 
accelerating rapidly and earnings mounting. Re- 
cent recapitalization has cleared up preferred 
arrears placing common in favorable position. 
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YE.HESE 8 stocks . . . our current short-term recom- 

mendations . . . will be sent you immediately on 
receipt of your Forecast subscription. They have been 
selected by our analysts as potential leaders of the new 
advance. Fast, definite telegraphic service will then keep 
you informed on issues with exceptional profit possibili- 
ties in coming market movements. 


Selective Advance Ahead 


Our indices show that a spring rise should soon get fully under 
way. Current fundamental factors are favorable . . . investment 
demand, momentum of the recovery, backlog of business 
booked and more definite evidence of inflation. The longer 
term outlook is also most optimistic as many industries are 
operating at their best capacity since 1929. Over the coming 
months we look for scores of representative stocks to attain 
and exceed their 1929 and 1930 highs. 


Campaign Just Starting 


Do not miss the outstanding opportunities which the present 
market affords and those that will develop during the balance 
of 1937. Through its recent, severe reaction, the market has 
established a base for a new recovery phase. Now is the time 
to readjust your holdings in order to concentrate in those securi- 
ties which should result in the greatest price appreciation under 


the new conditions. 


Mail the coupon below with your remittance today. Our first 
recommendations may readily bring you profits of several times 


our annual enrollment fee. 





New 
Campaign 
Offer 


* Send me collect telegrams on all recommendations — below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you. 
Your subscription will [J TRADING Short-term recommendations —— ——— gig ee - eee 
four wires a month. Three to five stocks carried at a time. . capita 
start at once but date ADVICES sufficient to buy 10 shares of all recommendations on over 60% margin. 
from June I ta UNUSUAL Low-priced common stocks that offer outstanding possibilities for market profit. 
Two to three wires a month. Three to five stocks carried at a time. $750 capital 
D h h OPPORTUNITIES sufficient to act in 10 shares of all recommendations on over 60% margin. 
uring the next month, un- 
der the special offer you can CJ BARGAIN Dividend-paying common stocks with exceptional price appreciation prospects. 
. ed k One to two wires a month. Three to five stocks carried at a time. $1,500 
oe your holdings, ta e INDICATOR sufficient to buy 10 shares of all recommendations on over 60% margin. 
an advantageous’ position 
through our definite advices WRN aes Ses ae Dene Guesan Ses skis ovieoes oe CAPITAL OR BOUITY AVAIEABER) & .55050%s/50555.c ee 
and profit through interven- 
ing market movements . . . AMIE SS cass DAs Wesiee ieee ss See Mats Pe A ee erie herr Om rere ch Ar 
understanding that the service EY 6 ee octin os 60104600 rv TiTee reer Tree ee eT OI CT ore ae re to Apr. 24 


will not be charged against 
your subscription. 








THE INVESTMENT 


90 BROAD STREET 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
derstand that regardless of the telegrams I select 1 will receive the complete service by mail. ($125 will 
cover an entire year’s subscription.) 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 








APRIL 24, 1937 
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12 $ New Work Stock Exchange 
What tecks ; 
Rails 
Do Experts Favor? 1935 1936 1937 Last Div'd 
D “a vai ae Sale te 
A High Low High Low High ow 4/14/37 are 
‘ ail ae meg G te a Atchison............. arr 35% 88, «59 «= BT%e 6p 81% {2.00 Ben 
our weeks the stock recommenda- Atlantic Coast Line........... ... 31% 19% 49 21% 554% 44% 47% 11.00 [7 Bes 
tions of leading financial authorities 8 4 Se 
have centered about 12 issues. The 2 
ee { 157 401 205 3614 me Bor: 
names of these favored stocks and Benger & Ascostock............. 2 > tte * FF Be uw Bor 
the prices at which they are recom- c a 
mended are given in the current : 
: TN | By 16 10%; 171 14 144%, aoe a Bro 
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Bendix Aviation..... P ... 24Y 
MAND xp cic.c.c's « a'5.0 : ? .. 57% 
aiches Steel..... : os a 
Boeing — Rewer ye ... 22% 
Borden Co.........- Aree -. 27% 
Borg Oa Rata ckece ee 
Bridgeport Brass........... re Ari ve 
Briggs Mfg. ........ ViiainGhe sie ae 
Brooklyn- bition Transit............ 46% 
So SIRES Sree 8h 
Budd Mfg.......... Ate .. GD 
Byers & Co. (A, M.). ery . 20% 
Cc 

Calumet & Hecla...... : . 6% 
Canada Dry Ginger Ale........ .. 47% 
RM ME oxic raicipoisis 6 oss wereer pee 
Caterpillar Tractor......... Fok ip 
eerie ; ie 35% 
Cerro de Pasco Copper...... ice aks 
Chesapeake Corp............. cceese eee 
eS. SSA : . 93% 
GRE gS Se eer — 
Columbian Carbon..... Sie eons .. 101% 
Colum. Gas & Elec......... 5 a2sufc 
Commercial Credit........... ion - ae 
ee Se rere: 
Commercial Solvents......... sess) 
Commonwealth & Southern....... ey. 3 


Consolidated Edison Co........... 
Ce eee 
Container Corp... .... 
Continental Baking, A........... Snes 
RONEN G5. 5 0) s)0:0/0'0.0< 0's 6 D4. vidios 
ee SS reer 
Corn Products Refining . 
ek Re ena 
Crown Cork & Seal........ 
Curtis Wright. . ree 
Curtis Wright, A. 





Cutler-Hammer........ 
D 
Deere & Co.. . 58%, 
Distillers Corp. Seagrams. une ec ... 38% 
Dome Mines. . : ae ... 44% 
Douglas Aircraft. . agentes .... 58% 
Du Pont de Nemours. . pie, 
E 
ee eee ... 172% 
NS MEI soo 6. 0.b-'e vie oe oe 3834 
Elec. Power & Light.................. 7% 
Endicott Johnson Corp................ 66 
F 
Fairbanks, Morse. . - Cddvee Se 
Firestone Tire & Rubber..............- 254 fy 
First National Stores..... Serebenes .. 58% 
Foster Wheeler............. heen 30 
Freeport Sulphur........ er ... 30% 
G 
General Amer. Transpt....... ..... 48% 
SRNR 5 5 oso ie. .0,0'9-0 9,0 0000's 13% 
General Electric............... haa 40% 
General Foods............ Se |. 
General Mills.......... Vere me 
General Motors...... oe ae ren 5934 
General Railway Signal..... see ecage, Se 
oe, RE RIGO «5s ccc ccc ev sees 31 
General Refractories... .. erence: 
Glidden Me ee 49% 
+ oer Co. (B. F io SSAC eee 1414 
Goodyear Tire & Rubber........ .. 26% 
H 
Heckers Products........ sve ons¢. eee 
Houston Oil... itso a waweeis 3: ee 
Hudson Motor Car..... oe ; . 17% 
' 
Industrial Rayon....... .. 36% 
Inspiration Copper.......... ere 83, 
Interborough Rapid Sanit: <5 ccccccss, Oe 
Inter. Business Machines.............. 1901 


Inter. Harvester 
Inter. Nickel... . 
Inter. Tel. & Tel.......... 






J 
Johns-Manville............... eas SIR 
K 
MORNREOE CORDES. 5 5.5... s0ee es eks 30% 
L 
See Scat eet 281 
RN ds on oa Wh sae o 6 Bisse aie 955% 
Libbey-Owens-Ford......... ee 
Liggett & Myers Tob, Bo... cece eee 122 
Loew's, Inc. . Pere els ok Re ath hs 551% 
Lone Star Cement.................... 36% 
SRE eee ricco ae es peerless 26% 
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Mathieson Alkali.................... 33% 
Melntyre Procupine.................-. 45% 
McKeesport Tin Plate................ 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 

exchanges we are in a position 

to be of service to you in the 

purchase and sale of Stocks, 
Bonds and Commodities. 

CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOT 


Ask for “Booklet M,” giving cami 
requirements and other information. 


J.A. Acosta & Go. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 


Phone BOwling Green 9-2380 




















Complete Investment 
and 
Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on _ request. 


MCCLAVE & Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 


67 Exchange Place, New York 
Telephone HAnover 2-6220 


BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 
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**THEATRES EVERYWHERE" 
April 9th, 1937. 


HE Board of Directorson April 7th, 1937 

declared a quarterly dividend of $1.62!% 
per share on the outstanding $6.50 Cumula- 
tive Preferred Stock of this Company, pay- 
able on the 15th day of May, 1937 to stock- 
holders of record at the close of business on 
the 30th day of April, 1937. Checks will be 


mailed 
DAVID BERNSTEIN 
Vice-President & Treasurer 

















Your telephone helps you 
togetaction quickly, easily, 


at low cost. 
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flnnouncing 
a Greater Service to 


INVESTORS 


Four years ago, Babson’s Reports >) 
broke all precedents with the 
announcement of a Supervised 
Investment Service for $120 a 
year. In taking that forward 
step, we accepted a fact well 
known to every seasoned inves- 
tor: It is utterly impossible for 
anybody to supervise successful- 
ly all securities. That was why 
we focused our efforts on cer- 
tain issues which offered the real 
opportunities. 


The practical results of such concen- 
tration have been impressive. For ex- 
ample, in a test period covering 23 
months, THE BABSON SUPERVISED 
LIST ROSE IN MARKET VALUE 
OVER 152%, WHILE THE DOW- 
JONES COMPOSITE AVERAGE AD- 
VANCED ONLY 100%. 


Based on four years of successful ex- 
perience, we have extended our super- 
vision to a somewhat larger list oi 
securities. This means an-even more 
comprehénsive service to you as an 
investor. 

To increase and protect your income 
and profits is the purpose of Babson’s 
Reports. In the thirty-three years this 
organization has been serving investors, 
improvements have been continuous. 
Clients have benefitted steadily. 
Today’s enlarged Supervised Service 
constitutes still another forward stride. 
Let us show you how it fits your per- 
sonal needs and how it can relieve you 
Se investment worries and burdens. JS 








For full particulars 


Write 


| Babson's Reports 


| Babson Park, Massachusetts 

Without charge or obligation send 
| bulletin of full particulars of new service 
| for Investors showing how it fits into 
I 


my personal needs. 
Es nuns 6a SA ee Scenes eee e cess 
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= Dept. 11-77 

















MEMO: To the President of a 

Dividend-Paying Company 
Build investu: confidence in your 
securities by publishing your Div- 
idend Notice in these columns. By 
so doing you bring the investment 
feature of your stock to the atten- 
tion of 50,000 matter of record 
shareholders who read The Maga- 
zine of Wall Street consistently for 
financial guidance. 
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1935 1936 
—s fa 
M High Low High Low 
McKesson & Robbins................. 10% 5% 14%, 85/2 
OS eee oe 42% 24% 65 40% 
ae ee enn Se 65 
Minn. Moline Power................. 7% 342 =12% 6% 
Monsanto Chemical.................. 943, 55 103 79 
connate td oo ee 40% 21% 68 35%, 
DMN 6 oo hos es oxo wise e come 2134 4, 22%, 14 
pia eae 2 ae TOPO ETE oe or OR eS 
CE cise cnrukeoeslase 363 221 383 283 
National Cash Register................ 36% rd 300 arte 
National Dairy Prod.................. 22% 13h 28% 21 
National Distillers.................... 3414 23% 33% 255%, 
_.. | eee eee ee soba 36% 26% 
National Power & Light............... 143% 4% 14% 9% 
|. eee 8334 403 7& 57% 
Qo eae 36} 18) 83 321% 
Newport Industries................... 16% Hy; 40 9 
a 0 See 28 9 35% 231% 
North Amer. Aviation............... 79 2 144%, 6% 
i) 
SOE on Scale edusexesesiussacsy 14%, 9% 18 121, 
SME 105 02h) Socckwnwansncoene 17% 4%, 2034 121 
P 
Pacific Gas & Electric... . 315% 131 303 
Packard Motor Car. . 7% 3% 133% ef 
Paramount Pictures. . . 12 8 25 7% 
Penney (J C). 7 .. 84% 57% 1121 69 
Phelps Dodge............ .. 28% 123% 563% 25% 
Phillips Petroleum.............. .. 40 13% 523% 384%, 
Procter & Gamble................... 53% 4234 56 40%, 
Pauuc Semice of NM. J... ..........55 46% 20% 501% 39 
RCD Cartes acwancs cued ones oan 524% 29% 6972 36% 
ica... sc 17 5% 24h «16 
R 
Radio Corp. of Ariericea... 2.2.2... . 13% 4 141%, 93%/, 
Radio-Keith-Orpheum................ 6 1% 10% 5 ai 
Remington Rand... ..........cccc0ee. 2034 7 25 17 
3 eae 2034 9 29% 1672 
Reynolds (R. J.) Tob. Cl. B............ 58% 431% 6014 50 
Ss 
ERR coon bogie ewe dee ae 46 31% 495% 27 
ScheMiny MMUNENS. . ooo coc e ec cce es 56% 22 55% 37%, 
ee 697%; 31 101% 59% 
oo | nn 12%, 1% 193% 11 
SO PNNIR IND 6 ons os ccc ec cdc cs sese 16% 5} 28% 14%, 
Socony-Vacuum Corp................ 153% 1 172 124% 
NE ca wc credeseu ens sss 84 43% 11414 63 
ON ran 191 1214 18) 1434 
Standard Gas & Elec................. 9% 1% 9% 5144 
eT Le Ee ere 41 27%, 47% 35 
Standard Oll of lied...........2.0002. 33% 235% 48% 32% 
eS 5 Se eee 523 3534 70% 51% 
nabs scr awabecwbewes 18%, 6% 24% 16% 
ON eee 151 2 30/; 14%, 
le ai ee at 10% 2%, 13% 9% 
SERS Sone cee Susbicsceeukoress 77 6014 91 70 
T 
NSE 2 ee eS eS 301% 161/ 551% 28% 
ee SS errr 36% 28%, 443, 33 
Texas Pacific Coal & Oil.............. 9% 34%, 1514 7 
Tide Water Assoc. Oil............... 1544 7% 2134 14%, 
Timken Detroit Axle................. 131% 4% 27% 121 
Timken Roller Bearing................ 721 28%, 74% 56 
Twentieth Century-Fox................ 24% 13 38% 221% 
U 
Underwood-Elliott-Fisher.............. 871 53%, 1023 7452 
Union oe he . ee ee 75% 44 10514 71% 
CS 1)” eras 24 14%, 28% 2034 
United reg ae ee 303% 9% 32%, 2042 
ES Gaicacsed as ousek se sece 78 46 963, 68 
DS oS ccs ou uuckoosk hare 7 12 9% 5% 
|S ere ore en 9234 34 87 66%, 
ee wea hog Seabees et akawewen secs 1814 9% 191 141, 
ieee ued Seca oases Pee 87 rr} 125% 80%, 
U. = Industrial eee 50% 351 59 31% 
U.S Pee SFdy............000 29%, 14% 63% 21% 
U. DETERS i one Saas eo 17% +44, 493g 1634 
U.S. Smelting, Ref. & Mining. ........ 1241 913% 103% 72% 
U = OTL UAgseneoraun es hues ee 27) 79%, 46% 
U. S. Pacis xnheseeuas wae 11914 73% 154%, ae 
Utilities x ES ee 1 1 3% 
Vv 
IRs sie kcSs bs xndonees sone 21%, 1114 30% 1614 
Ww 
OY ONS, 5 aa ee ere ae re 123 51% 
Warner Brothers Pictures.............. 103% 2% 183 9% 
eS SS ES eee 14 20% 96% 721 
Westinghouse Air Brake.............. 35% 18 50% 34%, 
Westinghouse Elec. & Mfg............ 983, 32% 152% 94) 
WUMNEI Go s.40-s 0s. cc0es 9% 3% 11 6% 
ae eee 6514 51 71 444, 
Worthington Pump & Mach........... 25% 11% 363%, 23% 
Yy 
Vatlonw Tr. B Coeckh, B.......5.......55%. 9% 256 234%, 8%, 
Youngstown Sh. & Tube.............. 41%, 13 87%, 413%5 
Z 
DN 2 Sino os eek cc eeee eases 14%, 1% 423/, 1114 
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Continental Oil 





(Continued from page 21) 


holders, because of special tax lia- 
bility imposed by present tax laws. 
In any event, stockholders clearly 


© appear to be in line to benefit from 
' the conservative but foresighted 
© stewardship of the management in 
: past years, now that the petioleum 
> industry is experiencing a steadily 
4 growing demand, stable operating 


© conditions and a strong price struc- 


_ ture. 


| that 
| financial policies are supplemented 


In passing, it might be mentioned 
Continental’s conservative 


by aggressive policies in the physi- 


' cal operation of the properties. An 


interesting example of this side of 


» the picture was furnished recently, 


> when Mr. Moran, president of Con- 
| tinental, believing that demand fac- 
' tors and the general welfare of the 


; 
i 






STEER, FRIES A 


| industry 








warranted higher crude 
prices, took the initiative in a price 


| advance—a perogative usually re- 
» served for one of the so-called “ma- 
» jor crude purchasers.” 
’ fearful of mounting gasoline inven- 
' tories during the slack season of 


The latter, 


gasoline consumption, apparently 
preferred to put off such action until 


| the spring, whereas independent op- 


erators were beginning to make 
strong representations that they 
were entitled to some immediate 
compensation for the wholehearted 
support given to pro-ration. 

With the support only of several 
smaller units in the industry, Presi- 
dent Moran held to his higher pur- 
chasing level until he finally gained 
his point in the form of a general 
(although somewhat smaller) crude 
price advance throughout the 
industry. When the spring consum- 
ing season gets under full sway, fur- 
ther adjustment in crude and re- 
fined prices now appears to be 
likely, whereas in the light of trade 
developments so far this year, it is 
generally recognized that Continen- 
tal’s bold stand for higher prices 
proved to be a strengthening influ- 
ence for the industry as a whole. 

In the light of the facts and gen- 
eralizations presented above, it 
seems fair to conclude that Conti- 
nental Oil shares have interesting 
possibilities for future growth in 
value as long as conditions in the 
industry generally permit the man- 
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agement to take advantage of the 
physical development of the com- 
pany in recent years. Perhaps the 
most speculative element in a com- 
mitment of this type is the large 
inherent risk associated with the 
operation of any oil property. Pres- 
ent indications, however, furnish 
considerable grounds for the belief 
that the pro-ration system is suffi- 
ciently effective to maintain the 
delicate balance between production 
and marketing requirements neces- 
sary for fair profits from oil invest- 
ments for as far ahead as one can 
see. The conventional standards of 
simple capital structure, strong 
financial position, well balanced 
properties, capable and conservative 
management also entitle the shares 
a rating as one of the more strongly 
protected equities in the petroleum 
group, from an investment stand- 
point. 





For Profit and Income 





(Continued from page 41) 


particularly public utility holding 
companies. Railroad equipments 
were bought and large purchases 
were made of U.S. Steel, Bethlehem 
Steel and the stocks of other heavy 
steel manufacturers. As of March 
31, last, the net asset value of the 
common stock of Lehman Corp., 
after various deductions was about 
$140 a share. Stockholders are to 
vote on splitting stock three-for-one. 





Great Shifts of Industry in 
Progress—Part II 





(Continued from page 17) 


those companies suffered in re- 
cent years presage a_ reconstruc- 
tion of their economy. The short 
grass country is now reverting, 
through a combination of nature 
and man, to an economy based on 
cattle and sheep; the crop farmers 
are moving down to the wide lands 
of the lower regions of the middle 
continent, and the stockmen are 
headed for the plains and the moun- 
tains. In this process of readjust- 
ment some areas will gain and some 
will lose population. Indeed, that 
transition is now in process. 

St. Louis—once menacing rival of 





Chicago—sees a wonderful new fu- 
ture in this milling around of popu- 
lation in the midlands. It is tight- 
ening its belt for a new struggle for 
industrial power and boasts new or 
expanded industries by the score. 
Memphis, ancient river rival of St. 
Louis, looks particularly toward the 
southwest for its new deal. At the 
same time, it speculates on a possible 
“revolution” wrought by the Rust 
brothers new mechanical cotton 
picker, which is said to be about 
ready to jump off as an invincible 
competitor of the black and white 
field hands of the cotton country. 
What will it do to the still expand- 
ing cotton fields of the southwest— 
particularly Texas? Will it take 
population out of the rural regions 
and put it into the cities, thus es- 
tablishing new industrial masses and 
probably a net increase of popu- 
lation? 

Nor will the good things of the 
new future in Texas, Oklahoma, 
Arkansas, Louisiana, and New Mex- 
ico go only to the border centers of 
this region. Dallas, typical of sev- 
eral cities of the central regions, 
boasts of about eight hundred manu- 
facturing plants, of which “more 
than 100 are branches of national 
concerns.” 

Anyway, Memphis, with an esti- 
mated tributary trade population of 
2,179,000, puts its potential future 
far ahead of that of all of its rivals, 
from New Orleans with an alleged 
1,889,000 down to Birmingham, Ala- 
bama, and El Paso, Texas, with 
about 450,000 each. But note that 
Fort Worth, Texas, is conceded a 
trade territory population of over 
1,800,000. Houston, likewise, and 
San Antonio are granted almost 
1,700,000. Little Rock, Arkansas, is 
entitled to fair consideration with 
its trade population of 710,000, and 
Nashville, Tennessee, has some 
claims to southwestern trade popu- 
lation. Whilst talking big about its 
potentialities and its opulent future, 
Memphis points to seventeen recent 
notable industrial acquisitions in the 
last three years. 

In the Great Plains, Omaha, Den- 
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ver, and Salt Lake struggle for new 
places in the sun of an age they are 
sure will utterly eclipse the past. 
They hope that in the new redistri- 
bution of people and _ industrial 
power any losses they may meet in 
one direction will be more than 
made up in another. These towns 
are already forgetting the recent 
past and boasting of new industries 
that are succeeding those that have 
“checked in.” Kansas City, looking 
out over the southwest from its piv- 
otal location on the southern Mis- 
souri River, counts on retaining its 
rich trade hold on the northern 
southwest, whilst profiting from the 
enrichment and further develop- 
ment of the upper Missouri country 
by reason of the re-establishment of 
navigation on the Big Muddy by 
the huge Fort Peck Dam in Mon- 
tana, and some incidental irriga- 
tion of the northern short grass 
country. 

New Orleans is certainly an old 
city and may be a leisurely one, but 
it has not overlooked the future. 
particularly the future of the south- 
west, and the tremendous oil re- 
sources of that region. New Orleans 
seethes with oil lore. The discovery 
of many new oil fields during the 
past three years has led to an in- 
tensive search for oil over the entire 
state. Practically all of the oil re- 
fineries are establishing new equip- 
ment. The Ethyl Gas Corporation 
recently announced a new $1,500,- 
000 addition for its Baton Rouge 
plant; the Chalmette Petroleum 
Corporation is increasing its capac- 
ity by more than 10,000 barrels 
daily. New kraft paper plants are 
coming into New Orleans territory, 
and old plants are increasing their 
capacity. Out in the Texas pine 
woods, there will soon be two plants 
for the production of newsprint pa- 
per; plants which will have the bless- 
ing, if not soon more substantial 
backing, of certain southern newspa- 
pers tired of leaving this field clear 
to northern and canadian producers. 
Outside its claims to industrial hege- 
mony in Texas, New Orleans has a 
veritable storehouse of natural riches 
in its own Louisiana. The limestone, 
timber, sulphur, and alkali of that 
region are being rapidly converted 
into commercial wealth. Three of 
the largest chemical plants in the 
country are the Mathieson Alkali 
Works at Lake Charles, the Solvay 
Process Co. at Baton Rouge, and the 


Freeport Sulphur Company’s plant 
at Grand Ecaille—all of them new 
within a few years. In products of 
the soil, Louisiana backs up New 
Orleans with sugar cane products, 
rice, cotton, etc. Like all the rest of 
the timbered south, New Orleans is 
counting big on the industrial revo- 
lution — textiles, plastics, paper 
expected from the incoming age of 
wood cellulose. Already it boasts, 
Texas leads the United States in the 
production of kraft paper, and New 
Orleans expects to benefit. 

The industrial migration we have 
been looking into is doubtless the 
greatest event that has occurred in 
this country since the industrial 
revolution reached its climax. Those 
who participate in it are falling in 
with the trend toward industrial de- 
centralization. The location of new 
plants near developing markets or 
in proximity to the source of raw 
material supply is not only to save 
on transportation costs but also to 
ease the labor problem which presses 
most heavily on highly centralized 
production. Industry is lightening 
its risks through territorial diver- 
sity and at the same time expanding 
new or partially developed 
areas. 

Of course all of these forces may 
be said to spring from the single de- 
sire to preserve if not increase, the 
profit zone in production and distri- 
bution. Nevertheless, as it reduces 
production costs it also increases in- 





sales 


comes and raises the standard of 
living of the workers. It is question- 


able whether any form of high brow 
collectivism could possibly accom- 
plish more. 

Just where it will all end is not 
certain, but it is surely pointing to 
a levelling and stabilizing of indus- 
trial America into a_ co-ordinated 
entity. 





Foreign Subsidiaries— 
Assets or Liabilities 





(Continued from page 29) 


American company is to be com- 
pensated for its interests with per- 
fectly sound Argentine bonds, the 
situation serves to illustrate how an 
American foreign investment could 
disappear, possibly just at the time 
when it was most needed by the 
investor. The intelligent South 


American recognizes that there is 
still a need for American capital: 
he is not, however, disposed to pay 
as high a price for it as in the past 
and wants, as we have seen in the 
case of the Argentine, to substitute 
his own capital for it as soon as he 
decently can. This is something 
which applies generally to the whole 


of the southern continent and all § 


investment must be appraised with F 


it as a background. 


Moving south along the Andes 
we find literally hundreds of Amer- 
ican mining enterprises. Some are 
outgrowth of a larger parent com- 
pany, while others stand entirely 
on their own feet. Among the for- 
mer is American Smelting & Re- 
fining’s subsidiary, Northern Peru 
Mining & Smelting, and Anaconda’s 
two affiliates, Chile Copper and 
Andes Copper. A list of those stand- 
ing on their own feet would include 
Cerro de Pasco and Vanadium in 
Peru and Patino Mines in Bolivia. 


Separate reports are available for | 
most of these companies and hence | 


there is concrete evidence of last 
year’s gains. Chile Copper lifted its 
earnings from the equivalent of 88 
cents a share in 1935 to the equiva- 


lent of $1.22 a share in 1936, Andes F 
while 


from 12 cents to 24 cents, 
Vanadium showed a profit last year 


equal to 40 cents a share on its com- | 
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mon stock against a substantial loss | 


in 1935. 

Throughout the whole of South 
America there are scattered Ameri- 
can manufacturing, mining and 
other enterprises. For the most 
part, however, there is small public 


security interest in them. This 1s | 
in contrast to the fields of commu- | 


nication and public utility, for in 
both of these American interests 
virtually blanket South America 
through International Telephone & 
Telegraph and American & Foreigi 
Power. I. T. & T. would have done 
much better last year had it not 
been for the Spanish civil war which 
has played havoc with its operation 


—— 


of the telephone service in that coun- | 


try. 


American & Foreign Power’s | 


net income last year was about $5.- | 
000,000 compared with $3,600,000 in | 


1935. The company, however. 
points out that only part of this 
money is available in United States 
currency, theréby drawing attention 
to the fact that not the least im- 
portant point to consider in apprais- 
ing a foreign investment of what- 
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ever kind is whether the profits, if 
any, can be brought home. In the 
case of some South American coun- 
tries it is still not possible to remit 
them except in part, although the 
Argentine stands out as the excep- 
tion where the exchange problem 
has eased noticeably. 

The matter of exchange control 
serves as a reminder that we still 
have to go to Europe to find the 
most glaring example: it is to be 
found in Germany. General Motors’ 
report for last year points out that 
its subsidiary, Adam Opel, earned 
more than $5,600,000, but that the 
profit had been excluded from the 
company’s earnings statement be- 
cause of an inability to obtain it in 
dollars. In all, General Motors has 
nearly $14,000,000 in blocked earn- 
ings, principally Adam Opel’s. 

So far as American investments 
are concerned, Europe is full of 
startling contrasts. In Germany, as 
we have seen, American capital can 
earn profits, but cannot obtain 
them; in France the profits are much 
harder to gain, but can be remitted; 
in Spain they destroy the capital 
assets with shell fire, so that there 
ean hardly be any real profits; 
whereas in England the profits can 
be both won and remitted. Just as 
one example of the latter might be 
cited the nearly $8,000,000 which 
the American Woolworth received 
last year in dividends on its invest- 
ment in the English Woolworth. 
Obviously, with such differences, it 
is possible to say of American in- 
vestments in Europe only that some 
are assets and some liabilities. 

What American investments have 
been made in Africa have been do- 
ing very well. From a security 
standpoint, among the most inter- 
esting are those made by the Amer- 
ican Metal Co. in various mining 
enterprises. There is one funda- 
mental reason why African invest- 
ments are among the most desirable. 
This is because the country’s gold 
production is in effect, under present 
conditions, an absolute guarantee 
against exchange difficulties. As 
long as the United States will pay 
$35 an ounce, or anything near $35 
an ounce, Americans need have no 
fear that African interests will be 
unable to remit. 

In considering whether a foreign 
subsidiary is asset or liability, or 
whether an enterprise whose prop- 
erties are almost entirely abroad is 
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White Heat 
Means a Cooler Kitchen 


ORKING with searing heat at 5400 degrees Fahrenheit, 

G-E scientists have evolved more durable, more efficient 
heating units. These CALROD units, used in General Electric 
and in Hotpoint electric ranges, provide quick, clean, even heat 
—localized just where it is needed. This means a cooler kitchen. 
In thousands of plants, CALROD units are being used for in- 
dustrial heating because they provide heat at a remarkable 


saving in cost. 


But the CALROD unit is only one achievement of the ceramics 
experts in the G-E Research Laboratory. New and unusual 
kinds of glass serve as vital parts in sodium lamps that light 
miles of American highways~light them for greater safety for 
drivers and pedestrians. Large insulators support the wires that 
bring electric power from the generators to your home; tiny 
insulating blocks help to maintain the high quality of reception 
in your radio tubes. To these, too, General Electric scientists, 


in Schenectady, have brought important improvements. 


These examples are but a few of the contributions of research 
which has stimulated industry, increased employment, made 


available more things for more people at less cost. 


G-E research has saved the public from ten to one hundred dollars for 
every dollar it has earned for General Electric 
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a sound risk for American capital, 
probably the most important single 
point is relative ease of remittance 
and repayment. In Africa the situa- 
tion is as close to perfect as can be: 
however, any country that ships 
large quantities of raw materials to 
this country is in a similar position 
provided there be no danger of a 
terrific slump in price and the in- 
vesting is not overdone. Brazil, for 
example, considering this point alone 
should be an excellent risk for Amer- 
ican capital because of her coffee 
exports. The only trouble here was 
the investing was overdone when 
coffee was at high prices. 

Following closely upon the ability 
to pay in dollars, the American in- 
vestor will consider foreign commit- 
ments in the light of willingness to 
pay or remit. This involves an ap- 
praisal of political stability or its 
lack and relative sensibility to obli- 
gations in the country in which the 
investment lies. Also to be con- 
sidered is the rapidity with which a 
short-sighted “nationalism” is pro- 
ceeding—whether or not the Amer- 
ican investment will be repatriated 
by the country in which it lies, on 
fair terms or otherwise. Mexico, 
for example, because of her vast raw 
material resources, would pass the 
first point—ability to pay—with 
honors, but cannot meet the others; 
Germany provides an example of a 
country which meets none of the 
tests for soundness. Great Britain 
hardly meets the first although 
weight must be given to her indirect 
exports of rubber and tin and to the 
interest and dividends which we pay 
her on account of her American in- 
vestments; she meets the others. 
however, with flying colors. 

If the American investor will ap- 
ply these tests to the foreign opera- 
tions of any company that he may 
have under consideration—and _in- 
cidentally they apply equally well to 
foreign bonds and to strictly foreign 
companies—he will be able to 
answer for himself whether they are 
asset or liability. 





Fertilizer Companies Are 
Improving 





(Continued from page 35) 


is unusually pronounced. The bulk 
of business is done in the first five 
months of the year and while some 


54 


further activity is experienced in the 
fall months this latter period is of 
secondary importance. This leads 
to the conclusion that regardless of 
subsequent events, the industry, fa- 
vored by conditions now existing, 
will enjoy a profitable year and esti- 
mated sales of from 7,500,000 to 
8,000,000 tons this year appear 
wholly within reason. Sales in the 
1935-36 season were slightly in ex- 
cess of 4,000,000 tons. 

While the fertilizer industry is 
dominated by a few large companies, 
it is overrun by small local mixers 
with the result that potential ca- 
pacity is rated at about 12,000,000 
tons annually, or 50 per cent more 
fertilizer than was consumed at the 
peak of consumption in 1930. In 
the past this excessive capacity, 
coupled with the short selling sea- 
son, has resulted in various trade 
malpractices such as price cutting, 
secret discounts, rebates, etc., and as 
a consequence heavy losses were suf- 
fered. Under the N R A a consid- 
erable measure of stability was re- 
stored in the industry, but again last 
year chaotic conditions were preva- 
lent. 

This year, however, several fac- 
tors have combined to nullify the 
threat of a serious price war. The 
prices of raw materials used in mix- 
ing commercial fertilizers have been 
advanced and in some instances, 
notably sulphuric acid, an actual 
shortage exists. This _ situation 
would seem to preclude any advan- 
tage to the smaller units from this 
direction. Further, the enactment 
of the Robinson-Patman act has in- 
spired hopes this year that it will 
have the effect of keeping the recal- 
citrant members of the industry in 
line, preventing secret rebates, dis- 
counts and other questionable trade 
practices which have plagued the in- 
dustry in the past. 

Of the companies predominantly 
identified with the fertilizer indus- 
try, American Agricultural Chem- 
ical, Virginia-Carolina Chemical and 
International Agricultural Corp. are 
the most prominent. There are, 
however, a number of companies in 
which the manufacture of fertilizer 
constitutes at least a part of their 
activities. Among these are in- 
cluded such leading packing com- 
panies as Swift and Armour, and 
American Cyanimid and to some ex- 
tent Allied Chemical and Dye among 
the larger chemical companies. In 


the final analysis, of course, those 
companies which are primarily inter. 
ested in the manufacture of fertiliz- J 
er are in a position to record the f 
most substantial gains during a peri- 
od of conditions favorable to the in. 
dustry as a whole, such as currently 


exist. At the same time, the ordi- 


nary risks attaching to common 
stock commitments are intensified in | 
the case of this industry by the © 
presence of the seasonal factor and | 


the marked instability in past opera- 
tions. In the present setting, how- 
ever, selected speculative commit- 
ments would be supported by the 
best prospects for the industry in 
some years. 





New Government Financial | 


Policy Impends 





(Continued from page 11) 


Treasury revenues appeared to be | 
about $350,000,000 to $500,000,000 | 


behind schedule. That meant unex- 
pected Government borrowing, more 
bonds. 

Predictions of higher interest 
rates plus uncertainties over the im- 


mediate future of Treasury financ- | 
ing touched off what the Federal | 


Reserve Board in its last official 
bulletin described laconically as 
“profit-taking at the high levels of 
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prices” which bonds had reached at | 
the turn of the year. Now is the | 


time to sell, you can buy back later 
at lower prices. So ran the word. 


This was the psychological back- | 


ground, ethereal but important, of 
the decline in Treasury bonds. In 
addition there were direct economic 
Gevelopments during March which 
contributed no small part to the un- 
settled markets, so many develop- 
ments in fact that officials will ad- 
mit privately now that too much 
was done in too little time. What 
these developments were and their 
outcome can be illustrated by the 


position of one medium-sized middle | 


western bank. 

On March 1 the increase in re- 
serve requirements locked 
$300,000 of the bank’s previously 
available funds. About March 15 it 
lost $200,000 in deposits due to in- 
come tax payments plus a with- 
drawal of Treasury funds on deposit 
with it. On May 1 the third and 
last increase in reserve requirements 
will lock up another $300,000. Al- 
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9 
| drawals and increased reserve re- 
quirements is typical of that facing 


correspondents, 


ee 


most a million dollars will have gone 
out of that bank in nine weeks just 
as surely as if there had been a run 
on the bank. Where was the money 
tocome from? First the bank draws 
down its excess reserves with the 
Federal Reserve bank and with its 
and when these 
sources are exhausted, it sells its 
Government securities to raise addi- 
tional cash. 

The squeeze in which this bank 
found itself because of deposit with- 


numerous banks. Federal Reserve 


_ members banks in Chicago, having 


“lost” $75,000,000 through increase 


' reserve requirements on March 1, 
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| suffered a net withdrawal of depos- 
ncial 


its amounting to $219,000,000 be- 
tween February 25 and April 7 and 
now need another $50,000,000 above 
what they already have to meet the 


' May 1 increase in reserve require- 


ments. To get the $50,000,000 they 
probably will liquidate some of their 
Government securities. 

During the period of _ this 
“squeeze,” however, the Chicago 
banks have increased their “other,” 
or commercial, loans by $29,000,000, 
indicating that even with funds tem- 
porarily scarce they prefer to make 
these loans to their customers at the 
expense of having to sell off still 
more of their Governments. Loans 
are more profitable than Govern- 
ment bonds on the present yield 
basis. 

This credit squeeze is a matter of 
individual banks and cannot be, the 
statistics show, a general, over-all 
condition applying to the banking 
structure as a whole. Statistics com- 
piled by the Federal Reserve Board 
from those member banks which re- 
port to it weekly show that the 
banking system generally has ample 
idle funds in spite of heavy deposit 
withdrawals, increased loan commit- 
ments and higher reserve require- 
ments. The Board estimated that 
on April 7 all member banks had 
excess reserves of $1,440,000,000 of 
which not more than half would be 
taken away by the May 1 increase 
in reserve requirements. 

But there is little immediate sol- 
ace in the observation that credit 
generally is plentiful. Bank X, 
which is squeezed for funds, has to 
sell its Government bonds today 
whereas Bank Y, which has ample 
money with which to buy the bonds, 
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Condensed Statement, March 31, 1937 





RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers . 


. $ 537,924,641.21 

















WILLIAM C. POTTER, Chairman 
EUGENE W. STETS 


GEORGE G. ALLEN Director, British- 
American Tobacco Company, Limited, 
and President, Duke Power Company 

W. PALEN CONWAY President 

CHARLES P. COOPER Vice-President 

American Telephone & Telegraph Company 

JOHN W. DAVIS of Davis Polk Wardwell 


Gardiner & Reed 

HENRY W. de FOREST 
ARTHUR C. DORRANCE President, Campbell 
Soup Company 
EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP President, Berwind- 
White Coal Mining Company 
LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G.GOSSLER Chairman of the Board, 
Columbia Gas & Electric Corporation 








Bullion Abroad and in Transit 6,444,270.00 
U. S. Government Obligations 582,269,639.30 
Public Securities . . 46,271,928.70 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities . . 2 a 23,551,603.58 
Loans and Bills Purchased 670,717,877.79 
Credits Granted on Acceptances 37,189,420.81 
Bank Buildings. . A ee 13,256,359.39 
Other Real Estate ss al 477,075.13 
Real Estate Bonds and Mortgages. 2,290,946.10 
Accrued Interest and Accounts Receivable 16,275,266.47 
$1,944,469,028.48 
LIABILITIES 

Capital. ; $ 90,000,000.00 

Surplus Fund . . 170,000,000.00 

Undivided Profits. 9,693,212.80 
$ 269,693,212.80 
Dividend Payable April 1, 1937 a 2,700,000.00 

Miscellaneous Accounts Payable, Accrued 
Interest, Taxes, etc. . 23,598,131.90 
Items in Transit with Foreign Branches. . 1,125,560.20 

Acceptances . — $49,857,180.88 

Less: Own Acceptances 

Held for Investment 12,667,760.07 
37,189,420.81 

Liability as Endorser on Acceptances and 
Foreign Bills . - 6,974,395.00 
Agreements to Repurchase Securities Sold. 811,291.00 

Deposits . . $1,574,051,251.22 

Outstanding Checks 28,325,765.55 
1,602,377,016.77 
$1,944,469,028.48 








Securities carried at $12,310,348.63 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


W. PALEN CONWAY, President 
ON, Vice-President 


DIRECTORS 


President, 

Bethlehem Stee! Corporation 
of Brown Brothers 
Harriman & Co. 

JOHN A. HARTFORD President, The Great 
Atlantic & Pacific Tea Company 

DAVID F. HOUSTON President, The Mutual 
Life Insurance Company of New York 
CORNELIUS F. KELLEY President, 
Anziconda Copper Mining Co. 

FREDERICK P. KEPPEL President, 
Carnegie Corporation of New York 

THOMAS W. LAMONT of J. P. Morgan & Co. 
WILLIAM C. POTTER Chairman ofthe Board 
GEORGE E. ROOSEVELT of Roosevelt & Son 
EUGENE W. STETSON Vice-President 
CORNELIUS VANDERBILT WHITNEY Banker 
GEORGE WHITNEY of J. P. Morgan & Co. 
L. EDMUND ZACHER President, 
The Travelers Insurance Company 


EUGENE G. GRACE 


W. A. HARRIMAN 


(Member Federal Deposit Insurance Corporation) 















may not choose to buy for another 
month or may choose never to buy 
Governments but to make commer- 
cial loans instead. Meanwhile, the 
price of Government bonds suffers. 
Oddly enough, the pinch for funds 
among banks has been greatest 
among New York and Chicago 
banks, in other words, in the princi- 
pal money markets which have the 
greatest effect on security prices and 
interest rates. 

When the maldistribution of sur- 
plus bank funds straightens itself 
out and the temporary squeeze due 
to “too much deflation packed into 
too short a time” is over, the psycho- 
logical factors mentioned earlier in 
this article will get the real test of 
their validity. Then the trend of 
long-term interest rates and bond 
prices will emerge unobscured from 
the current welter of temporary in- 
fluences. And then the Treasury 
and Federal Reserve will have to de- 
cide what they want to do about 
those trends. 





Is Chesapeake & Ohio 
Cheap on Earnings? 





(Continued from page 31) 


nate, as far as possible at least, 
the complicated series of holding 
companies from the entire corporate 
structure that the Van Sweringens 
built up. Everyone who has given 
careful thought to this structure has 
realized all along that the holding 
companies were its outstanding 
weak feature. The putting together 
of most of the railroad properties 
themselves has seemed perfectly 
logical. As Chesapeake & Ohio is 
easily the strongest railroad, in every 
respect, in the entire group, it would 
be reasonable for it to serve as the 
holding company, at least, for Erie, 
Nickel Plate and Pere Marquette. 
The acquisition of control of Mis- 
souri Pacific by the Van Sweringens 
was apparently an after-thought on 
their part. It is difficult to see how 
it fits in particularly well with the 
needs of Chesapeake & Ohio. Chi- 
cago & Eastern Illinois is another 
exception. 

But the biggest mystery of all 
was sprung only a few days ago 
by the announcement by George 
A. Ball that he had organized 
The George and Frances Ball 
Foundation, a charitable trust, the 
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purposes of which were “religious, 
educational and charitable,” and to 
which he had given all his holdings 


of Midamerica common _ stock. 
Frances Ball is the wife of Mr. Ball. 
Those two and their daughter, Elisa- 
beth W. Ball, are three of the five 
incorporators. Another, Leland Rex 
Robison, is a relative by marriage. 
The foundation was incorporated on 
March 22 in the office of the Secre- 
tary of State of Indiana, in Indian- 
apolis. 

This step is the biggest puzzle of 
all. Was Mr. Ball’s majority hold- 
ing of Midamerica common turned 
over to this foundation, largely to 
“freeze” that stock, so that control 
of the great group of properties 
could not be seized by some ambi- 
tious individual or group? Was the 
step taken chiefly to avoid various 
kinds of taxes? Was it a purely 
philanthropic act? Incidentally, this 
foundation really has become the 
top-holding company of the whole 
business. 

Interesting as authoritative an- 
swers to these questions would be, 
it is far more vital to the owners of 
Chesapeake & Ohio common stock 
and of all the securities involved in 
that great group of railroads, to 
know whether Mr. Ball’s holdings of 
Midamerica common, now lodged 
with the new foundation, will be 
held by it, indefinitely, and likewise 
control of the properties, or whether 
the foundation will sell the stock 
and control pass to others. Mr. 
Ball’s secretary, Miss Gertrude Bar- 
rett, has been quoted as saying that 
“Mr. Ball himself has no idea what 
use will be made of the stock.” A 
Cleveland and a New York syndi- 
cate are said to have been bidding 
against each other for this Midamer- 
ica stock, and Du Pont and General 
Motors officials are said to be inter- 
ested also, but because of obvious 
legal complications, nothing is ex- 
pected to happen soon. 

Senator Wheeler, Chairman of the 
Senate Committee on Interstate 
Commerce, would like to know these 
things and many more, about the 
latest turn in the many kaleido- 
scopic movements in connection 
with the undertaking formerly bear- 
ing the Van Sweringen name. On 
the very day that announcement 
was made that Mr. Ball had turned 
over his Midamerica common stock 
to the new foundation the fighting 
Senator stated that he would begin 
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an investigation of the whole trans 
action, which had been carrie 


through, he noted, without the auf 


thority of the I. C. C. Scarcely 
more than a week after the suddey 
death of O. P. Van Sweringen last 
November Senator Wheeler had M, 
Ball before his investigating com. 
mittee in Washington in an effort 
to find out all the whys and where. 
fores of the Midamerica Corpora. 
tion. He did not get very far that 
time and it is doubted by those who 
know Mr. Ball best, that he wil 
meet with a much greater degree oi 
success in his proposed second in- 
vestigation of that shrewd and wily 
74-year-old successful maker of glass 
fruit jars, and large-scale philan- 
thropist. 

There is another angle to the Mid- 
america situation that may easily 
prove to be most interesting. When 
Messrs. Ball and Tomlinson bought 
the collateral for the big bankers 
loan, through Midamerica, they gave 
O. P. Van Sweringen an option to 
buy the stock of that new holding 
company when he had liquidated 
certain big obligations. 

Paul Thompson, receiver for the 
partnership of O. P. and M. J. Van 
Sweringen, on April 2, notified 
Messrs. Ball and Tomlinson that he 
would begin legal action against 
them to exercise the right of taking 
up the option. Perhaps this was 
why Mr. Ball organized his new 
foundation. It has been definitely 
understood that representatives of 
Cleveland banks to which the Van 
Sweringens were said to have owed 
about $15,000,000, were giving al 
least moral support to this proposed 
litigation, if they were not the real 
instigators of it. 

If receiver Thompson should win 
his proposed suit, it is pointed out 
that the bankers who made the loan 
of $39,500,000 to the Van Sweringens 
would be in a position to begin legal 
procedure to gain possession of the 
Midamerica common stock that Mr. 
Ball has lodged, for the time being 
at least, with his latest foundation. 
This would still further complicate 
the situation. 

And so the vital question is, “Who 
will end up in control of Midamer- 
ica, and likewise of the entire group 
of railroads and other properties for 
which it has become the top holding 
company?” The answer would cer- 
tainly go a long way toward deter- 
mining the future of Chesapeake & 
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Ohio as a railroad, also of its securi- 
ties and the future of the aggrega- 
tion of properties, among which it 
holds the most prominent position 
as a railroad. 

Vital as is the solution of all the 
features of the great mystery with 
which this article has dealt, in any 
‘attempt to forecast the future mar- 
ket action of C. & O. common, sight 
should not be lost of certain out- 
standing features of the position of 
that company as a railroad. By 
itself it operates about 3,000 miles 
of line and with its affiliate, the Pere 
Marquette, a total of over 5,000 
miles. It is favorably located geo- 
graphically, not only with respect to 
bituminous coal, which supplies 
fom 75 to 80 per cent of its total 
traffic, but also with respect to the 
getting of diversified traffic, par- 
ticularly in the Central West. 

The management is efficient, as 
is evidenced by the earnings. For 
1936 C. & O. earned $5.68 a share on 
the common against $4.03 for 1935. 
Because of the floods and discontinu- 
ance of surcharges, gross earnings 


for January and February of this 


year together were down over $2,- 
000,000 from the first two months of 
1936. Net operating income showed 
a loss of $2,900,000 and surplus after 
charges about the same. That sur- 
plus of $3,958,651 was equal to 50c 
a share on the common against 90c 
for the same period of 1936. Presi- 
dent Harahan says that bituminous 
coal that was tied up in January and 
February on account of the floods 
moved in larger volume in March 
and that the C. & O. will show a sub- 
stantial net income after charges for 
that month. Earnings this year will 
be adversely affected by discontinu- 
ance of surcharges, particularly on 
coal. The company’s treasury posi- 
tion continues notably strong. On 
January 31 cash stood at $28,823,130 
against only $19,214,812 a year ago. 
Current assets totalled $47,487,280 
against current liabilities of $10,991,- 
958. 

The Chesapeake & Ohio is favor- 
ably situated also with respect to 
its connections with other lines in 
what has been known as the Van 
Sweringen system—it is rather diffi- 
cult now to tell under whose name 
this group should be designated. It 
is believed in some railroad and 
banking circles that the recent ap- 
plication of C. & O. to acquire the 
Erie and Nickel Plate stock now 
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held by the Virginia Transportation 
Co., and the lodging of Mr. Ball’s 
Midamerica stock with his new 
foundation, indicate the probability 
of an attempt being made before 
long to eliminate that holding com- 
pany and_ probably consolidate 
Chesapeake Corporation with Alle- 
gheny Corporation, or to liquidate 
the former, and to bring about closer 
corporate relations between the 
principal railroads in the group, with 
C. & O. occupying the central posi- 
tion. 

It should be observed, however, 
that these are suppositions and are 
not based upon facts that have been 
obtainable. When the Van Swer- 
ingens were alive and in control of 
those properties, only they knew 
what they were going to do next, 
but they did not tell. Now it is only 
Mr. Ball, and he tells even less. 
With such a situation, the market 
position of C. & O. common, and to 
some extent, the position of the rail- 
road itself, are bound to continue 
uncertain. 





Westinghouse Air Brake 





(Continued from page 37) 


of the stockholder, who is naturally 
interested in profits primarily, it 
becomes a question of whether the 
prospective increase in the volume 


of business can heavily outweigh ris- 
ing costs. In this particular case it 
is not enough that profits should 
show relatively small gains for the 
reason that the stock of Westing- 
house Air Brake at $48 a share is 
selling high on the basis of last year’s 
earnings of $1.79 and still higher if 
from this figure the non-recurring 
profit is deducted. The company, 
of course, might raise prices in order 
to maintain its profit margin, but 
should this be done consideration 
must be given to the effect that it 
might have upon slowing down the 
railroads’ program. 

And here we arrive at the real 
crux of the whole matter—railroad 
purchasing power, which in turn is 
mainly a question of freight move- 
ment. For the first thirteen weeks 
of the present year, despite whatever 
adverse effect strikes might have had, 
carloadings totalled 9,098,639, an in- 
crease of more than 15 per cent over 
the similar period in 1935 and more 
than 21 per cent better than the 
first thirteen weeks of 1934. For 
some roads, particularly in the West, 
increased carloadings have resulted 
in an almost sensational gain in net 
income. Nor is it believed that the 
current situation represents a peak 
of prosperity; fundamentally the 
outlook for general business is still 
good and there is no reason why the 
railroads should not continue to 
share in it. 

Mounting carloadings and a high- 
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er net railway operating income 
favors Westinghouse Air Brake for 
two reasons. It means that the 
roads will have to buy additional 
equipment to handle the increasing 
traffic and also that they will have 
funds with which to do so and funds 
with which to pay for the car mod- 
ernization program. Finally, they 
would be more likely to absorb 
Westinghouse’s higher manufactur- 
ing costs in the event that the for- 
mer decided upon a moderate in- 
crease in prices. 

The striking of the final balance 
between the favorable and the ad- 
verse must necessarily be a matter 
cf opinion. Although sales figures 
for past years are not available, we 
very much doubt whether the West- 
inghouse Air Brake Co. ever in its 
prosperous history saw the possibil- 
ity of more business than it does at 
the present time. Thus, while high- 
er costs may make profits a little 
disappointing relative to volume, 
nevertheless net income ought to 
compare very favorably with last 
year’s. 





Gold Prices and Gold Stocks 
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wondering whether we are entering 
upon a period of extreme monetary 
inflation. Their curiosity has natu- 
rally been intensified because of the 
inflation-consciousness officially evi- 
denced in the hot money question, 
the sterilization of gold imports, the 
increase of bank reserve require- 
ments, etc. 

The price rise has been due to 
both monetary and non-monetary 
factors. That it is of the dangerous 
post-war European type is still very 
unlikely, although there is no rea- 
son to suppose we are immune from 
the penalties of unsound finance. 
Nonetheless, a continued long-term 
rise in the price level over the next 
few years is indicated, regardless 
of temporary interruptions. Labor 
costs, too, will tend to increase at 
least as much as living costs. These 
tendencieswill not be confined to 
the United States, although they 
may be more or less marked in va- 
rious countries,. depending on the 
stage of recoveryzinawhich each finds 
itself. Efforts to attainabudget bal- 
ance usually work in the direction 
of higher taxes, both state and fed- 


eral. In general the signs point to 
higher mining costs over the years 
immediately ahead. 

Another element which has been 
present during the past few years 
of recovery has been the progressive 
exhaustion of ore reserves. Whereas 
costs may advance by fits and starts, 
production is less irregular. This 
adverse factor of ore depletion must 
constantly be kept in mind by the 
investor in mining issues. 


Leading Gold Stocks 


The two leading domestic gold 
producers are Alaska Juneau Gold 
Mining and the Homestake Mining 
Company. The latter, the largest 
gold producer in the United States, 
has been operating profitably since 
1877 and last year had the largest 
output in the history of the mine, 
recovering gold bullion worth over 
$19,500,000. Increased taxes (in- 
cluding a South Dakota production 
levy) brought a slight reduction in 
net earnings to $30.46 per share, 
however, as compared with $32.43 a 
year earlier. The ore reserve posi- 
tion remains strong, and the cur- 
rent dividend rate of $36 per annum, 
while representing partial return of 
capital, appears likely to be contin- 
ued as long as operating profits be- 
fore book charges continue to cover 
this distribution, as at present. 
Alaska Juneau’s development of 
higher grade ores in the deeper 
north orebody improves reserves 
and might permit further expansion 
of earnings from the $1.52 a share 
reported for 1936. Recent opera- 
tions have embraced a transition 
period in which there has been no 
clear indication of over-all produc- 
tion and development costs of the 
better grade ores mined from deeper 
levels. This uncertainty appears to 
place the shares in a speculative 
position. 

Among the well developed Cana- 
dian properties, Domes Mines, Lake 
Shore Mines and MclIntyre-Porcu- 
pine stand out as _ representative 
issues. Dome Mine’s acquisition of 
the adjoining Schumaker property 
and discovery of new orebodies of 
higher grade have _ considerably 
strengthened its reserve position, 
and when developed, should aug- 
ment present earnings. Improve- 
ment in net income from $3.90 a 
share in 1935 to $4.26 in 1936 was 
due wholly to the elimination of a 
charge of $500,000 which the com- 


pany has made in recent years for 
contingency reserves. 


Increase inf 


taxes more than offset a small in.f 
crease in net operating profits be > 
fore depreciation and taxes. Larger 
recoveries from new mine develop. f 
ment should more than offset inf 


creasing costs, however, 


pears assured for some time. 


Lake Shore Mines, started pro-f 


duction in 1918 and has_ subse. 
quently grown to the largest gold 
producer in Canada. Operating the 
youngest mine of the companies un- 
der discussion, Lake Shore is con- 
sidered to have better than average 
reserves and more interesting possi- 
bilities for future development of 
the mine. In fiscal year ended June 
$0, 1936, almost half of its ore was 
mined from a low grade vein. The 
company has considerable leeway in 
utilization of higher grade ores to 
offset increases in operating costs 
and could easily maintain earnings 
at around $4.85 a share level re 
ported in 1936 fiscal year. 

McIntyre-Porcupine Mines, oper- 
ating a series of mines as a single 
unit in the Porcupine District of 
Ontario, has displayed steady but 
unspectacular growth since mine op- 
erations started in 1912 to the 1936 
fiscal year, when recoveries totalled 
about 232,000 ounces of gold at 
about capacity operation of the 
properties. Utilization of lower 
grade ores in recent years evidently 
was designed to prolong life of re- 
serves and affords elasticity in mine 
operations to offset increasing oper- 
ating costs. Earnings appear likely 
to continue at around the $4.50 per 
share level of recent years. MclIn- 
tyre owns 100,000 shares of Inter- 
national Nickel, which together with 
some $9,000,000 of Government se- 
curities is equal to more than half 
the present market quotation of 
the shares. 

The strongest appeal which gold 
mining shares of the type mentioned 
above appear to hold for inclusion 
in a well balanced investment port- 
folio is the relatively attractive rate 
of income available from present 
dividends at current market quota- 
tions. These companies follow 4 
general policy of actually blocking 
out ore reserves for only several 
years ahead of actual mill require- 
ments, and since their reserves not 
yet blocked out cannot be readily 
ascertained, it would be well to rec- 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


and #4f 
annual dividend distribution ap-f 








ogn 
par’ 
eral 
risk 
the 
lon; 
tha 


ear’ 
div: 


one 
of | 
pen 
in t 
ery 
gen 
ves 


tre 
pa 
00 
wh 


tai 


















ears for 
ease in 
all ip. 
fits be. 
Larger 
Hevelop. 
Hset in. 


and $F 


' earnings in time and consequently 
' dividends. 


on ap- 
ed pro- 


st gold 


‘ing the} 


nies un- 
IS con- 


average | 


Z possi- 
ent of 
d June 
re was 
a. The 
way ip 
res to 
r costs 
innings 
rel Te- 


. oper 
single 
‘ict of 
vy but 
ne op- 
> 1936 
stalled 
Id at 
f the 
lower 
lently F 
of re- 
mine 
oper- 
likely 
0 per 
{cIn- 
nter- 
with 
t se- 

half 
n of 


gold 
oned 
sion 
ort- 
rate 
sent 
ota- 
vy a 
cing 
eral 
|ire- 
not 
dily 
rec- 





EET 








ognize that the liberal income is 
partly a return of capital. The lib- 


eral income is also subject to the 


risk of (1) a possible reduction in 
the present gold price over the 


| longer term and (2) the possibility 


that increasing operating costs with 
a stable gold price might reduce 


From the speculative standpoint, 


| one’s appraisal of the attractiveness 
subse. f 


of gold stocks would appear to de- 
pend on what the investor expects 
in the way of further business recov- 
ery, commodity price trends and the 
general economic outlook. The in- 
vestor who anticipates further in- 
dustrial expansion, with rising prices 
and higher labor costs, would prob- 
ably find more suitable selections 
elsewhere in the industrial section 
of the market for price appreciation 
or participation in future earnings 
expansion. On the other hand, the 
investor who wishes to hedge against 
a possible business recession or de- 
lationary cycle in prices would find 
gold mining shares of the type dis- 
cussed to be a suitable medium. 
Finally, where protection is desired 
against uncontrolled inflation of the 
type that would undermine the 
present international value of the 
dollar, gold mining shares would ap- 
pear to be highly suitable for this 
special requirement. 





A Forecast of Coming 
Business 





(Continued from page 14) 


trend. Commercial loans during the 
past year are up by about $900,000,- 
000, but there is some question 
whether this pace will be main- 
tained. 

In the last boom period important 
changes in the rate of bank credit 
expansion found reflection in busi- 
ness activity after a lag of about a 
year, and much more promptly in 
the securities markets. For example, 
in 1922, total loans and investments 
of member banks expanded by 
$1,200,000,000 and in the following 
year — 1923 — the Reserve Board’s 
index of production advanced to an 
average of 102, against 85 in 1922. 
But in 1923 total loans and invest- 
ments expanded only $300,000,000 
or at only a quarter of the pace of 
1922 and in the following year— 
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1924—the production index fell to 
94. Again, in 1924, the pace of 
credit expansion quickened, with an 
increase of $2,200,000,000 in total 
loans and investments, followed by 
rise in the 1925 production index to 
104. Although credit expansion 
dropped to $900,000,000 for the year 
1925, the production index moved 
higher in 1926, reaching an average 
of 108. In the latter year, however, 
member bank credit expansion fell 
to only $300,000,000 and a year 
later—1927—business was lagging. 

It is obvious from this record that 
the relationship is not precise, but 
that it does exist. Therefore, if 
precedent may be relied on, it 
should not be surprising if business 
activity should begin to falter some 
time during the third quarter, if not 
late in the present quarter, since the 
pace of credit expansion began to 
slacken last July or nine months 
ago. The credit picture, of course, 
may be changed if the Government 
again becomes a heavy borrower— 
but it is to be doubted that any 
needed borrowing will approach that 
of recent years. In this connection 
it should be noted that Government 
spending and Government borrow- 
ing are not identical in effect on 
credit. The spending of borrowed 
money by the Government is highly 
inflationary in its credit conse- 
quences, but the spending of tax 
money is not because it creates no 
bank deposits but merely represents 
a shift of ownership of existing 
deposits. 

Heretofore we have considered 
supply -demand factors and _ the 
credit factors, as they relate to the 
intermediate business outlook. This, 
however, leaves the picture still in- 
complete. There are other influences 
that will affect both business senti- 


ment and the business trend and 
these are most difficult of all to ap- 
praise in proper focus for the reason 
that their development still lies in 
the future. We refer to the labor 
situation and to coming legislation 
in Congress. The Wagner Act deci- 
sions by the Supreme Court have 
had the immediate effect of clearing 
away some uncertainty. They prob- 
ably end the threat of major strikes 
aimed at recognition of unions, but 
they will not end jurisdictional con- 
flicts between the American Federa- 
tion of Labor unions and the C. I. O. 
unions, nor will they end strikes in 
which the issue is wages or work- 
ing conditions. The big question is 
whether labor leaders will or will not 
display an increased sense of respon- 
sibility and whether they can or 
cannot control their followers. Upon 
the answer hinges reasonable sta- 
bility in labor relations or further 
uncertainty and strife. 

As to the Federal legislative pro- 
gram, it is evident that more busi- 
ness-regulation measures are going 
to be adopted — with or without 
wholesale, and enforced, change in 
the composition of the Supreme 
Court. Meanwhile extended debate 
on the Court enlargement» issue is 
having the effect of postponing 
much legislative action. As a result, 
business concern with issues now 
latent in Congress probably will 
reach a peak around mid-summer, 
especially should there be a last- 
minute rush of legislation along 
about July. This is another ob- 
stacle to continued . enthusiastic 
business expansion after the mo- 
mentum of the present movement 
begins to run out, probably by the 
start of the third quarter. 

How long will the recession last? 
There can be no exact forecast—- 
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especially in these times of New 
Deal “managed economy”—but on 
a guess we would say not more than 
three to six months. How serious 
will it be? Again on a guess, prob- 
ably of no more significance than 
the temporary business setbacks of 
1924 and 1927. What should inves- 
tors do about it? By and large, 
nothing—for when it develops the 
markets will be looking to the next 
leg of the expansion cycle, even as 
they were in 1924 and 1997. 

We have not reached the crest of 
the tide. The Government may not 
want a rampant boom, but neither 
can it afford to have anything more 
than a temporary pause. It not only 
desires further orderly economic 
progress but must have it, if the 
enormous political obligations it has 
undertaken are to be made good. 
For that reason one is justified in 
suspecting that it would take no 
very deep reaction in business to 
induce the New Deal to take its 
foot off the brake and press down 
hard again on the accelerator! 





Prosperity Smiles on Rayon 
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was sold to officers of the corpora- 
tion at the same price. Giving effect 
to these additions, total outstanding 
stock amounts to 854,125 shares. On 
the 606,500 shares of stock outstand- 
ing at the end of last year, the com- 
pany’s net income of $1,361,460 was 
equal to $2.24 a share. This was 
more than double the figure for 1935, 
in which year net of $608,012 was 
equal to $1 a share. Net profit in 
the first quarter of this year totalled 
$468,004, as against $198,616 in the 
same months of 1936. Allowing for 
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the estimated increase in the com- 
pany’s capacity, potential output 
will be nearly 10,000 pounds per 
share greater on the increased num- 
ber of shares now outstanding. 

Dividends paid last year totalled 
$2.10 a share and quarterly pay- 
ments of 50 cents have been con- 
tinued this year. Financially, the 
company is well able to pursue a 
liberal dividend policy. Current as- 
sets, in which were included more 
than $9,000,000 in cash and govern- 
ment securities, amounted to $10,- 
702,081 at the year-end, while cur- 
rent liabilities amounted to only 
$1,170,562. The company has no 
funded debt or preferred stock. Even 
allowing for the larger amount of 
stock now outstanding, it is not un- 
likely that per-share results this year 
will be somewhat better than for 
1936. The company is understood to 
be booked to capacity for some 
months ahead and if costs do not rise 
with undue rapidity higher prices 
now in effect should be reflected in 
net. At 44, the shares appear to ap- 
praise the company’s prospects con- 
servatively. 


Celanese Corporation 


Celanese Corp. of America is 
credited with the introduction of 
acetate yarn on a substantial scale 
in the United States and the com- 
pany has for some time held a dom- 
inant position in this division of 
the rayon industry. The company 
has been identified with some major 
technical advances in the manufac- 
ture and treatment of rayon, and 
with the continuous improvement in 
its product and constant develop- 
ment of fabric work, Celanese has 
greatly widened its market and 
prestige. The company’s present 
productive capacity of around 40,- 
000,000 pounds places it in third 
place, and it is expected that by 
early 1938 increased facilities will 
add 25 per cent to output. More- 
over, Celanese is favored by the 
relatively greater gains which have 
been recorded in the demand for 
acetate yarn in recent years. Ace- 
tate, which formerly sold higher than 
viscose yarn is now on a par with 
the latter and some grades of ace- 
tate are cheaper than viscose. Con- 
trol of Celluloid Corp., engaged in 
the manufacture of plastics and 
other chemical specialties, is vested 
with Celanese. 

During the past two years the 


company’s earnings have shown 


steady improvement, although some. [7 
what lower prices and labor diffi. [ 
culties during the closing weeks of fF 


1936 had the effect of restricting the 
gain in profits to comparatively 
modest proportions. Net profit in 
1936 amounted to $4,406,993 as com- 
pared with $4,057,227 in 1935. After 
allowing for dividends on the 7 per 
cent prior preferred shares, and giv- 
ing effect to the participating feature 
of the first preferred stock, earnings 
available for the 1,000,000 shares of 
common stock were equal to $2.25 
each. This compared with $1.99 a 
share earned in 1935. Including 50.- 
000 shares sold last year to raise 
additional working capital, there are 
164,818 shares of 7 per cent prior 
preferred stock outstanding. There 
are also 148,179 shares of 7 per cent 
first participating preferred stock 
outstanding, entitled to $7 in regu- 
lar dividends plus 10 per cent of 
the balance before any payment can 
be made on the common. A purchase 
money mortgage for $1,432,306 was 
outstanding at the end of last year. 
Finances are comfortable. 

Despite higher costs and larger 
preferred dividend requirements this 
year, prospects favor at least a mod- 
crate increase in per-share earnings. 
Net in the first quarter was equal to 
about $1.10 as compared with 46 
cents a share a year ago. On this 
basis dividends of at least $2 would 
be warranted. The shares, at 35, ap- 
pear reasonably priced and offer a 
potentially liberal return. 


Tubize Chatillon 


A consolidation of the former 
Tubize Artificial Silk Co. of America 
and America Chatillon Corp., the 
Tubize Chatillon Corp. at one time 
manufactured rayon by the nitro- 
cellulose process, but abandoned this 
process in 1934 in favor of the vis- 
cose process. The company also pro- 
duces acetate yarns. By the middle 
of this year, or shortly after, the 
company’s productive capacity for 
viscose yarns will be increased from 
10,000,000 to 16,000,000 pounds and 
acetate production also will be in- 
creased to 2,500,000 pounds annu- 
ally. This additional capacity prom- 
ises to be an important factor in 
current profits. Tubize also owns the 
valuable Singmaster patents for de- 
lustering and these are leased to 
other producers on a royalty basis. 

Last year the company’s earnings 
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recorded a gain of nearly 100 per 
cent, net of $1,047,006 comparing 
with $578,552 in 1935. Reflecting 
this substantial turn for the better 
in the company’s affairs, all back 
dividends on 24,945 shares of 7 per 
cent preferred stock were paid off in 
cash. These dividends amounted to 
$19.25 a share at the beginning of 
1936. Early this year an_ initial 
dividend of $1 was paid on the class 
A shares, of which there are 135,211 
outstanding. The A stock is entitled 
to non-cumulative dividends of $7 
a share annually and is convertible 
share for share into the common 
stock. Common shares are outstand- 
ing in the amount 293,022. 

Earnings last year were equal to 
$6.45 a share on the A stock, after 
allowing for regular dividends on the 
preferred shares. This showing com- 
pared with $2.99 a share earned in 
1935. This year, the common stock 
with the benefit of increased output 
and higher prices, plus the factor of 
capital leverage, may show earnings 
upwards of $2 a share, with even 
larger gains in sight for 1938. The 
common, recently quoted around 27, 
would appear to offer interesting 
speculative possibilities, while the 
class A shares, at 70, seem distinctly 
attractive both for income and price 
appreciation. There is a strong pos- 
sibility that the full $7 preference 
dividend will be paid on the A stock 
this year, in which event substan- 
tially higher levels for the shares 
would be warranted. Both issues are 
traded in on the New York Curb 
Exchange. 
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no par shares of common. The 
preferred and common share alike in 
dividends after 25 cents has been 
paid on both issues. The finances of 
the company are exceptionally 
strong; at the close of the year cash 
and marketable securities totaled 
$16,877,219, or greatly in excess of 
the current liabilities of $1,807,276. 
The outlook seems to indicate some 
further improvement in net this 
year, despite higher labor and mate- 
rial costs. Last year total distribu- 
tions on the stock were $2.75 per 
share and assuming dividends this 
year will equal those of last, the 
shares at present prices yield a most 


satisfactory return with the added 
possibility of gradual price enhance- 
ment. In view of these factors, the 
shares would seem to hold attraction 
for retention by one interested pri- 
marily in investment rather than 
speculative characteristics. 





Shell Union Oil Corp. 


Because I bought Shell Union Oil at 245% 
on a recommendation in the Magazine last 
October, and now have a substantial profit, 
I am writing to ask what you think of its 
possibilities from here on—F. R. H., Hous- 
ton, Texas. 


We find in the outlook for Shell 
Union Oil Corp. sufficient encour- 
agement to permit the hope of fur- 
ther improvement in earnings in 
1937, and to justify the expectation 
of higher market price levels for 
these shares. The 1936 report just 
published revealed an increase in 
gross operating income of a little 
less than 15%; and, exclusive of a 
profit of nearly $3,000,000 from the 
sale of its holdings of Flintkote, a 
net income from operations after in- 
terest charges, charges for depletion 
and depreciation, etc., 188% greater 
than that reported in 1935. The 
share earnings in 1936, including the 
non-recurring profits referred to 
above, were $1.57 a share. This 
company has adopted a very con- 
servative accounting practice, al- 
lowing generously for reserves and 
making heavy provision for explora- 
tion for new oil reserves. Reserves 
are extensive, although the company 
has been forced by proration restric- 
tions to supplement its own produc- 
tion by purchases to meet a large 
part of its own refinery require- 
ments. Gratifying as were the earn- 
ings in 1936, the percentage increase 
over the preceding year is the factor 
which is most encouraging, espe- 
cially when it is considered that the 
crude oil price structure on the West 
Coast is now much better than it 
was in 1936; and one may reason- 
ably look forward to a report which 
would disclose not only higher gross 
income from operations but also 
greatly improved net earnings, re- 
flecting wider profit margins, and the 
proportionate increase derived from 
the leverage inherent in the opera- 
tions and in the capital structure. 
The marketing of a $60,000,000 issue 
of 314% debentures retiring 5% de- 
bentures in 1936 is indicative of the 
credit standing of the company. The 


last annual report disclosed total 


current assets of $84,000,000, ap. [ 


proximately, of which nearly $28, 


000,000 was in the form of cash and : 


government securities. Total cur 


rent liabilities were about $31,400, [ 
000. Shell Union is one of the larg. f 


est thoroughly well integrated units 
in the industry, well situated by rea- 
son of its extensive crude reserves, 
refinery capacity and nationwide 
marketing organization, to take full 
advantage of the promising prospect 
presented by the oil industry at the 
present time. 





Hudson Motor Car Co. 


1 am well pleased with the recent improve- 
ment shown by Hudson Motor Car, and 
would like to know if you envisage continued 
progress. I hold 100 shares bought at 17.— 
E. W. R., Kansas City, Mo. 


Report of Hudson Motor Car Co. 
for 1936 reveals an increase in unit 
sales volume of 21.9% over 1935. 
Net income for the year totalled 
$3,305,616, equivalent to $2.14 a 
share and compared with $584,749. 
or 38 cents a share in 1935. The net 
income for the year was the best to 
be recorded since 1929 when earn- 
ings were $11,594,854. Sales thus 
far in the current year, both in the 
domestic and foreign markets, are 
running well ahead of the compar- 
able 1936 interval and with the trend 
toward higher priced models, profit 
margins should be well maintained. 
despite the indicated higher operat- 
ing costs. The organization has re- 
cently broadened its commercial car 
line through the introduction of a 
34-ton job on a 124-inch wheel base. 
in a number of body styles. The 
finances of the company at the close 
of the year were entirely satisfactory 
with current assets of $22,178,697, 
including $12,036,794 cash and 
equivalent, comparing with current 
liabilities of $9,794,183. The inden- 
ture under which the company is- 
sued its outstanding serial notes pro- 
vided that no cash dividend would be 
paid on the stock prior to January 1. 
1937. Subsequent to that date, the 
company may declare a dividend up 
to 50% of net earnings exceeding 
$2,000,000 for the preceding year. 
There was only $3,815,000 of the 
notes outstanding at the close of 
last year, $1,250,000 having been re- 
tired during the year. The amount 
now outstanding presents no serious 
problem, since the company’s fi- 
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nances will allow speedy retirement 
if the present earning trend holds, as 
is anticipated. The organization, in 
common with others in the field, has 
encountered labor difficulties, but it 
is felt that the worst of this situation 
is now over and that the action of 
the stock will more truly reflect 
changes in earnings and _ business 
prospects. With indications point- 
ing to another improvement in the 
earnings picture this year over last, 
the stock is believed to offer suffi- 
cient speculative possibility to 
justify further holding. 





Miami Copper Co. 


l am wondering if the bright outlook for 
the coppers will result in further advances 
for Miami Copper. I have now more than 
doubled my original investment and am un- 
decided whether to hold or sell—F. M. A., 
Washington, D. C. 


Current quotations for copper 
metal are approximately the aver- 
age price per pound received by 
Miami Copper in the year 1928, 
after the high grade ores had been 
exhausted, and production costs in 
consequence were higher. In that 
year they averaged nearly 12 cents a 
pound. Miami produced about 
forty-eight and a quarter million 
pounds of copper and earned, before 
depletion charges, about $1,800,000 
or $2.47 a share on the outstanding 
stock. Last year the company pro- 
duced fifty-one and a quarter million 
pounds of copper and was able to re- 
port a net of slightly less than $56,- 
000 or 7 cents a share on the out- 
standing stock. In 1937 the average 
price which the company will get 
will probably be substantially higher 
than in 1936. In an endeavor to 
overcome the handicap of high pro- 
duction costs Miami has been bend- 
ing all its efforts toward reducing 
operating expenses, and since re- 
serves are extensive, even though 
the ore is a low grade, so long as the 
metal market remains firm around 
current quotations, this company 
should be able to operate on a profit- 
able basis. Peak earnings were re- 
corded in 1929 when the average 
price per pound was 18 cents and 
production rose to 458,800,000 
pounds. From May, 1932, through 


July, 1934, when copper metal prices 
ruled at low levels, Miami closed its 
properties and notwithstanding de- 
ficits totalling nearly $4,000,000 for 
the years 1931 through 1935, inclu- 
sive, the balance sheet recently pub- 
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New York Curb Exchange 





ACTIVE ISSUES 
Quotations as of Recent Date 





1937 











Dallas Power & Light Pfd.(7)....... 112 





* Includes extras. 


1937 
Price Range ” Price Range = 
Name and Dividend High Low Price Name and Dividend High Low Price 
Alum. Co. of Amer.......... 177% 146 160 imperial Oil (7.50)........... 244%, 21 221, 
Amer. Cyanamid B (+.60)..... 35% 29, 30% fron Fireman (1.20).........- 27% 23 243% 
Amer. Gas & Elec. (1.40)..... 48%, 35 365% Jones & Laughlin............ 126%, 90% 116 
Amer. Lt. & Tr. ({1.20)....... 264% 20 20 Lake Shore Mines (4)....... 59% 51%e 52% 
Amer. Superpower........... 3 1% 1% Lone Star Gas (.80).......... 144%, 10% 10% 
Assoc. Gas & Elec. “A"’...... 3 1% 1% Molybdenum............... 11% 8% 10% 
Cities Service................ 5% 3% 4 National Bellas Hess......... 3% 2%, 2%, 
Cities Service Pfd............. 60 4640 49% National Sugar Ref. (2)....... 28 25 26 
Colum. G. & E. cv. Pfd........ 104%, 75 16 New Jersey Zinc (12)........ 94% 178 86% 
Colum. Oil & Gas ({.20)..... 10% 7k 9 Newmont Mining (13.75)..... 135% 116 11914 
Commonwealth Edison (+4).... 139 11234 113 Niagara Hudson Power. . 16% 12%, 13% 
Consol. Aircraft............. 33%, 221%, 27% Niles-Bement-Pond (*.50)..... 51 41%, 44 
Cantol Conpet....6.... 66058 115% T% 9% Pan-Amer. Airways (11)...... 15% 59%, 66% 
Consol. Gas Balt. (3.60). ..... 89144 73 715% nS | rer 9% 51% 6¥%e 
Creole Petroleum ({.50)...... 38 28%, 33% Pennroad (1.25)............. 53% 412 4% 
Eagle Picher Lead (*.10)...... 27% 20% 23 Pepperel Mfg. (16).......-.- 147% 121 133 
Elec. Bond & Share.......... 28%, 19%, 21% Pitts, Pl, Glass (*1)..........- 147% 125 134% 
Elec. Bond & Share Pfd. (6)... 87% 17% 17714 St. Regis Paper.............. 11% 8% 10% 
Ex-Cell-O A. & T. (*.20)..... 275%, 183%, 241% Sherwin-Williams (4)......... 154%, 133 137 
Ford Mot. of Can. "A" (1)... 2934 22% 24 ce 13% %% 11% 
PUNE NONI 55s. soicie's o sien a’e 384% 18% 34% United Lt. & Pw. "A"....... 11% 6% ™ 
_ Glen Alden Coal (/1)........ 15 12 12% United Lt. & Pw.cv.PF.ClL“A" 75% 51 52% 
Gulf Oil of Pa............... 6342 53% 58 * Paid this year. 
Hudson Bay M. & S. (1)...... 42 31% 31% + Annual rate—not including extras. 
Humble Oil (1.50).......... 87 IM, 82% t Paid last year. 
Over-the-Counter 
ACTIVE ISSUES 
Quotations as of Recent Date 
Bid Asked Bid Aske 
American Book Co. (4)...........-. 66 70 Jersey Central Pwr. & Lt. Pfd.(7).... 96% 97d 
American Hardware (1). ..........- 38 39%, Kansas Gas & Electric Pid. (7)....... 112% 114% 
Climax Molybdenum (1.20)........ 53% 545%, Mines: Co. Leg. Pid: (7) “A”... 79 82 
Columbia Baking.................. 9 11 Long Island Ltg. Pfd.(7)"“"A"...... 85%, 87% 
Columbia Broadcasting ‘A (2)..... 551% 571% Metropolitan States Pw. Pfd. (6)..... 11444, 11614 
Crowell Publishing Co. (3).......... 50 53 Nebraska Power Pfd. (7)........... 11114 Saas 
Dictaphone Corp. (1).............. 6612 70 New Orleans Public Serv. Pfd....... 63 65 
Draper Corp. (*4.40).............. 82 85 Nor. States Pwr. Pfd. (7)........... 87 91 
SY: ) 36 38 Pacific Power & Light Pfd. (7)... ... 78 80 
National Casket (3)... ............ 44 47 Tennessee Elec. Power Pfd. (6)...... 57% 591% 
po ere rere 25 261 Tennessee Elec. Power Pfd. (7)... .. - 65% 67 
a ae ne 5114 52%, Texas Power & Light Pfd.(7)....... 107 109 
Singer Mfg. Co. (*16)............. 295 300 Utica Gas & Elec. Pfd.(7)......... 985% 101% 
Trico Products (2.50).............. 41 423%, TELEPHONE & TELEGRAPH 
lata le =~ © American Dist. Tel., N. J. (5).....-. 124 126 
Emp. & Bay State (4)............-. 63 Sais 
PUBLIC UTILITIES Mountain States Tel. & Tel. (8)...... 145% 148% 
Alabama Power Pfd. (7)........... 75 16%, IN Yo RNC SOP ccc cceccces sae pe 
Carolina Power & Light Pfd. (7)..... 88 891, Northwestern Bell Pfd. (6.50)....... 25 28 
Central Maine Power Pfd. (3.50).... 9034 9314 Peninsular Telephone (1.60)........ 30 31 
Columbus Rwy. Pwr. & Lt. Pfd. (6)... 10634 109 Southern New England Tel. (7)...... 162 165 
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lished as of December 31, 1936, 
shows a satisfactory financial status, 
with cash and marketable securities 
alone approximating total current 
liabilities, while total current assets 
were nearly three times total current 
liabilities. While the rise in copper 
metal price levels during recent 
months has probably been too rapid 
to admit of maintenance at high 
levels, there has nevertheless been 
ample justification for the strength 
in that market based on demand for 
the metal, and the settling in the 
metal market is a healthy condition. 
It seems likely that price levels will 
stabilize, and as indicated above, 
current prices afford ample oppor- 
tunity for profit in the operations of 
this company. 





Warner Bros. Pictures, Inc. 


I bought some Warner Bros. Pictures this 
year at 135%, saw it advance to 183%, then 
recede to current levels. I would like to 
know your attitude to this stock, and if it is 
favorably situated to better its 1937 high— 
H. D. G., Wheeling, W. Va. 


Warner Bros. Pictures, Inc., for 
the first quarter of the current fiscal 
year, a period of thirteen weeks end- 
ing November 28, 1936, reported a 
ret profit from operations of about 
$2,000,000, against $1,000,000 for the 
corresponding quarter of the preced- 
ing fiscal year, and a loss for the 
quarter ending November, 1934. 
For the full fiscal year ending Aug- 
ust 29, 1936, net profit was $3,177,- 
000. There is, in these figures, 
sufficient evidence to conclude that 
this company under favorable con- 
ditions, is able to establish satisfac- 
tory earning power. The directors 
of the company are now waiting an 
epportunity to carry out their pur- 
pose, announced some time ago, of 
adjusting the arrearages on the pre- 
ferred stock through the issuance of 
additional shares, a procedure which 
should be fostered by the decided 
uptrend in earning power and the 
outlook for further improvement in 
that respect. Financial status seems 
adequate for immediate require- 
ments, although it cannot be con- 
sidered outstandingly strong at the 
present time, but with a sound basis 
in well established earning power it 
should not be difficult for this com- 
pany to bring its capital structure in 
better balance, and strengthen its 
financial status in the future. War- 
ner Bros. is one of the leaders in the 
production field, also controls a 


chain of theatres consisting of four 
hundred and _ twenty-five units. 
Through subsidiaries its productions 
are distributed widely throughout 
foreign countries which constitutes 
an important source of income. 
While there are elements of uncer- 
tainty in the outlook, common to all 
enterprises in this field, the convinc- 
ing demonstration of strong uptrend 
in earnings forms the soundest basis 
upon which one may forecast higher 
prices, ultimately, for the shares of 
this concern. 


United Aircraft Corp. 


In view of the rise in my United Aircraft 
bought last year at 23%, I would be pleased 
to have your views on the immediate outlook 
from the standpoint of earnings and further 
price appreciation—H. G. W., Providence, 
R. I. 


In 1937 the sales of the United 
Aircraft Corp. were equal to about 
40% of the total sales of the five 
leading companies in the field. This 
establishes United as an outstanding 
enterprise, and one likely to benefit 
to the full extent from further exten- 
sion of the gains made in the avia- 
tion industry during the past several 
years. In the annual report cover- 
ing 1936 operations, the president 
of the company stated that the vol- 
ume of business taken by United 
Aircraft Export Corp., subsidiary, 
was 50% greater than in the preced- 
ing year. The gross volume of busi- 
ness last year increased 87% for 
the entire enterprise and the net in- 
come at about $1,900,000 was 375% 
greater than the net income of $400,- 
000 reported in 1935. The subsidi- 
ary companies which comprise this 
important unit in the industry in- 
clude Pratt & Whitney, Hamilton 
Standard Propeller, Sikorsky and 
Chance-Vought, each specializing in 
different divisions of the industry 
and each holding a place of prime 
importance in their respective fields. 
The capital structure of United Air- 
craft Corp. is simple, consisting en- 
tirely of the outstanding capital 
shares currently amounting to about 
two and a half million shares. Fi- 
nancial status improved during 1936, 
current assets increasing from a little 
over $10,000,000 to a little over 
$16,000,000 (of which $5,700,000 was 
in the form of cash and marketable 
securities) and against which the 
company reported total current lia- 
bilities of only $2,700,000. Consider- 
ing the strides made in the industry 


of which this company is so import- 
ant a factor, and the definitely prom- 
ising outlook for further new high 
levels of activity, we believe that the 
most conservative would forecast 
higher earnings. On this basis, 
around current quotations, the 
shares appear to hold definite attrac- 
tion. 


Lima Locomotive Works, Inc. 


In view of my satisfactory profit currently 
being enjoyed on my 100 shares of Lima 
Locomotive, I am wondering if it would not 
be the logical course to take advantage of 
this. Your views upon this problem will be 
appreciated very much—wW. M. B., St. Louis, 
Mo. 

Lima Locomotive Works, Inc., has 
a total of $8,366,994 of orders sched- 
uled for production in 1937. To 
meet this increasing influx of orders, 
the company has begun an extensive 
building program. The substantial 
increases in orders and the larger 
plant facilities, will further entrench 
the company as one of the three 
leading builders of railway locomo- 
tives in the United States. Although 
the manufacture of locomotives still 
represents the bulk of earnings, the 
company has diversification in its 
output due to the manufacture of 
power shovels, cranes, drag lines 
and other related products. This 
has become a very important factor 
in operation and bodes well to con- 
tinue in the future. Railway equip- 
ment companies are looking forward 
to their most prosperous year due 
to the heavy buying and increasing 
traffic of railroads. The railroads, 
themselves, are currently enjoying 
higher earnings which should prove 
advantageous to Lima’s volume of 
business in the future. Although the 
company has beén able to substan- 
tially improve its trade position, the 
report for 1936 still showed a net 
loss of $251,104. This, however, 
represents an improvement over 
1935 when a net deficit of $538,708 
was shown. It is expected, that 
profit margins will widen substan- 
tially in the near term, to allow the 
company to put operations on a 
profitable basis. Furthermore, the 
financial position of the company is 
extremely strong, total current assets 
being $5,817,446, including cash, U. 
S. Government securities and other 
marketable securities of $1,418,867, 
against total current liabilities of 
only $1,349,437. No dividends have 
been paid on the stock since the 
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BOOKS... 


FOR THE BUSINESS MAN 








MIDDLETOWN IN 
TRANSITION 


Robert S. Lynd & 


Helen Merrell Lynd $5.00 


This book is the result of one of the most | 


amazing studies ever made of the average 
American community. The authors have given 
us, not merely a theory substantiated by 
random examples taken from some remote 
city’s history, but a documented record of a 
representative American town in every phase 
from which you can draw your own conclu- 
sions. 


A similar study, called MIDDLETOWN, was 
made by these same authors in 1925, which 
covered the period from 1890. This new book 
covers the decade following 1925, demonstrat- 
ing the changes since then, and emphasizing 
how this typical town reacted to the boom, 
the depression, and to the radically new poli- 
cies of Washington. Religion, social and 
educational activities, commercial practices 
and policies, boom and depression theories, 
city politics and community beliefs,—all are 
reviewed carefully and a wealth of new find- 
ings is set forth. This one book will give the 
reader more insight into the social processes 
of this country than five or six of the usual 
kind. We urge you to be sure and read it. 





FORTUNE'S BEFORE 
You! 
Charles J. Collins $2.00 


Here is today’s plan for investing! It is a 
plan that will enable you to reap the benefits 
of increasing better times and so lay the 
foundations of a substantial fortune, whether 
you have a few hundred dollars or a few 
millions. A book that can be read in a 
couple of hours FORTUNE’S BEFORE 
YOU! contains a great deal of terse and 
valuable comment that should not be over- 
looked. 


Here are some of the chapter titles: The Ideal 
Way of Making a Fortune—On These Three 
Laws Hang AIl the Profits—Bonds to Pre 
vent Backsliding—Common Stocks to Move 
Ahead—Getting Acquainted With the Bull 
Market Leaders—Would War in Europe 
Stop the Recovery? — Investing $100,000 
More or Less. The general principles out- 
lined are the product of many years of obser- 
vation and they have been applied success- 
fully by many investors who are making a 
great deal of money. 








+ 


SLUMP AHEAD 
IN BONDS 
L. L. B. Angas $1.00 


All those holding bonds at present should 
read this book. According to Major Angas, 
bonds will fall and the stock market receive 
a temporary sympathetic shock as a result 
of administrative acts to prevent a wild 
price inflation. Positive deflation of the 
recently inflated bank credit currency will 
be necessary, and since almost every means 
of artificially deflated bank credit currency 
entails dearer money, and since the natural 
industrial demand is on the increase, he 
deduces that the bond market will fall. 


A most interesting conclusion reached by 
Major Angas is the startling statement that 
since the policy of the Government is to 
control both booms and slumps, the whole 
trade cycle that we have known for so long 
may now be dead. 





HOW TO WIN FRIENDS 
AND INFLUENCE PEOPLE 
Dale Carnegie $2.00 


The author, founder of the Dale Carnegie 
Institute of Effective Speaking and Human 
Relations, has trained more than 15,000 busi- 
ness and professional men, including some 
of the most famous in the nation. From his 
unique experience comes this fascinating 
handbook on the problem of getting along 
with people. 


FRIENDS AND INFLUENCE PEOPLE 
packed with practical down-to-earth psychol- 
ogy. You will be told, in Dale Carnegie’s 
staccato-like style, six ways to make people 
like you—twelve ways to win people to your 
way of thinking. You will be given ex- 
amples of letters that produced miraculous 
results—not to mention seven rules for mak- 
ing your home life happier. This is a book 
that you owe yourself to read, and once read, 
one that you will want to own for ready 
reference. 





THE ART OF 
CONVERSATION 
Milton Wright $2.50 


So that you may learn how to talk to the 
best advantage in any situation, whether in 
business or social life, Milton Wright, author 
of GETTING ALONG WITH PEOPLE, has 
written his latest book THE ART OF CON- 
VERSATION. He shows you—not merely 
tells you, but shows you—how to start a con- 
versation, how to keep it going, how to direct 
it the way you want it to go, how to make 
precisely the impression you want to make 
and get exactly the result you want. 


The book is firmly grounded in psychology 
and is written in a clear and entertaining 
style. Its importance is obvious, for, al- 
though a person may have a great deal of 
knowledge, that knowledge is useless unless 
he has the ability to express himself. If you 
are among those who would like to win an 
argument, a friend, a job, or a sale—and who 





You will find every line of HOW TO WIN | isn’t —read this book by all means. 
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special disbursement of $2 on the 
common was paid in 1931. How- 
ever, with increasing volume of busi- 
ness, traffic for roads resulting in 
purchasing power for them and the 
highly satisfactory financial position, 
it is not illogical to expect some con- 
sideration to be given to disburse- 
ments in the future. All-in-all, we 
look very constructively toward 
Lima and even in face of the sub- 
stantial rise already enjoyed by the 
company we recommend continued 
retention of your present holdings. 





General American Transportation 
Corp. 

In your opinion, can General American 
Transportation continue its advance in 1937? 
I am very much pleased with my shares 
bought at 3742.—H. H. S., Brooklyn, N. Y. 

General American Transportation 
Corp., through its subsidiaries, 
manufactures, repairs and rebuilds 
railway freight cars of every descrip- 
tion. It supplies cars of all types 
under lease agreements to many 
diversified industries. Because of 
this diversification the company is 
strategically situated to participate 
extensively in any and all business 
improvement. Possibly the largest 
customers are those in the perish- 
able foods business who lease re- 
frigerator cars. Therefore, the con- 
stancy of demand for this type of 
equipment assures stability to earn- 
ings. The company is constantly 
showing increases in orders booked 
and it was recently announced that 
manufacturing plants would be kept 
busy for several months on the back- 
log. Full year 1936 earnings equalled 
$2.94 per share against $2.64 per 
share shown in the year 1935. 
Further increases in earnings will 
probably be shown through the fact 
that railroads and shippers are be- 
ginning to realize the advantages of 
economical freight handling by an 
independent management long ex- 
perienced in this field. The com- 
pany enjoys a very strong financial 
position, total current assets being 
$17,177,219, including cash of $7,- 
234,940 as compared with total cur- 
rent liabilities of $5,153,469 at 
the end of 1936. Taking into con- 
sideration that improvement is ex- 
pected in the industries served by 
this company, we believe that it 
is only logical to assume that 
1937 profits will be considerably 
better than those of the past few 


years. It therefore follows that with 
this improvement further apprecia- 
tion should be realized by those who 
retain their shares. 





Significant Trends in First 
Quarter Earnings 





(Continued from page 25) 


the rail equipment makers, percent- 
age changes being exaggerated by 
comparison with a much depressed 
level a year ago. Only a few in this 
industry report quarterly. Among 
those that do, American Brake Shoe 
is expected to show net about 50 per 
cent larger than a year ago and New 
York Air Brake is estimated at $1.60 
per share against only 34 cents a 
year ago. Farm equipment com- 
panies are doing a booming business, 
but report only annually in most in- 
stances. Allis-Chalmers, which is in 
part a farm equipment company, 
should easily double net income of 
the first quarter of 1936, while Cater- 
pillar Tractor is expected to show 
increase of around 35 per cent. 

First quarter business of manu- 
facturers of industrial and oil equip- 
ment has run far over that of a year 
ago. Net of National Supply is 
estimated at close to $2 a share. 
against only 53 cents a year ago. 
Such companies as Mesta Machine, 
United Engineering & Foundry, 
Bullard and Foster Wheeler report 
only semi-annually, but bookings on 
hand indicate handsome gains in 
earnings. Office equipment makers 
will show substantial gains for the 
quarter, with International Business 
Machines estimated at $2.60 per 
share and new record high; Reming- 
ton Rand, 90 cents a share, and 
National Cash Register around 75 
cents, as against 66 cents in the 
fourth quarter. Underwood-Elliott- 
Fisher report shows $1.92 against 
$1.17 a year ago. 

Increased volume in wrapping pa- 
pers and paper containers, together 
with increased selling prices, will be 
reflected in exceptionally large first 
quarter gains for companies in this 
field. Union Bag & Paper should 
show around $1.40 for the period or 
within a few cents of total 1936 
profit. Profit of Container Corpora- 
tion was 96 cents a share against 27 
cents a year ago and that of Kim- 
berly-Clark 93 cents against 42 


cents. Profits of these companies 
and others in the paper industry are 
increasingly reflecting new southern 
Kraft producing facilities recently 
completed. 

The Industrial Rayon report, first 
issued by any important company, 
shows 63 cents a share, against 32 
cents a year ago, reflecting capacity 
operations and raised prices, and 
indicating that statements of other 
rayon units will make very pleasing 
reading for shareholders. North 
American Rayon is expected to show 
around $1.60 per share, against 56 
cents a year ago and Celanese $1.10 
against 46 cents. 

The leading chemical companies 
started the year with record high 
volume and net. Hence, first quar- 
ter gains will be moderate in per- 
centage, although establishing an- 
other new high. Makers of building 
materials are certain to show large 
gains, reflecting firm prices and sub- 
stantial rise in first quarter construc- 
tion. Due to correction of an un- 
favorable price situation, companies 
largely interested in roofing mate- 
rials, such as the Barber Company. 
will materially better the 1936 per- 
formance. 

In contrast to recent sagging mar- 
ket movement, the leading instal- 
merit finance companies will again 
show a new record high in volume 
and profits. A volume gain of 
around 40 per cent for Commercial 
Investment Trust for the first ten 
weeks of this year suggests earnings 
gain of approximately 20 per cent 
over the first quarter of last year. 
Percentage gain in per-share net of 
Commercial Credit probably will be 
even larger. 

Earnings statements of the lead- 
ing motion picture companies will 
show large gains. Net of Loew’s for 
the sixteen-week period ended mid- 
March will be around $3 a share, 
against $1.97 a year ago. Para- 
mount’s first quarter net is expected 
to approximate $3,000,000, or more 
than four times profit in the first 
quarter of last year. Twentieth 
Century-Fox will show more than 
#2,000,000 net, as compared with 
$1,239,760 a year ago. 

With March car loadings some 24 
per cent higher than a year ago, the 
railroads have closed the best quar- 
ter in many years, although earnings 
of some, such as Baltimore & Ohio, 
Chesapeake & Ohio, Pennsylvania 
and Louisville & Nashville, have 
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| of some of the New England lines, 
notably Boston & Maine, will ap- 
| pear especially favorable because 
comparison is with a period of flood 
losses a year ago. Southeastern 
roads will show strong upturns in 
net, reflecting the increasing indus- 
trialization of much of their terri- 
tory and the seasonal peak of the 
Florida traffic, both passenger and 
freight. Representative of their per- 
formance, Atlantic Coast Line 
should report nearly $4 a share for 
the quarter, against $1.69 a year ago. 
In the west, figures for Southern 
Pacific and Atchison will throw some 
light on the question of how much 
the maritime strike contributed to 
increased 1936 earnings. New York 
Central should show about $5,000,- 
000 net or best since 1930. 


Electric utilities for the period 
may be expected to show an average 
increase of about 10 per cent in net 
income. Around a 10 per cent gain 
is anticipated in reports of the car- 
bon black companies. Profit mar- 
gins of the tire companies are now 
more favorable than at any time 
since 1926, but shareholders will 
have to wait until after the half- 
year for reports from Goodyear, 
Goodrich and United States Rubber 
and until next October 31 for Fire- 
stone’s annual statement. Com- 
panies in the fields of floor coverings 
and house furnishings are experienc- 
ing strong recuperation in earnings, 
but these also report only semi-an- 
nually. Earnings trends of tin and 
glass container makers are well be- 
hind the composite industrial earn- 
ings trend, as will be shown by the 
twelve-month statements of Conti- 
nental Can and Owens-Illinois Glass, 
both issued every quarter, and by 
next quarterly report of Hazel Atlas 
Glass. 

In merchandising the pace con- 
tinues to be set by the mail order 
companies. Most in this field report 
semi-annually or annually and the 
next statements will do well to bet- 
ter 1936 percentage gains even mod- 
erately, for while volume is rising so 
are costs. 

Such makers of trucks and buses 
as report quarterly will show gains 
running well ahead of profits of the 
leading passenger car makers, with 
Yellow Truck & Coach net for the 
period probably more than double 
that of a year ago. On the other 
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hand, inter-city bus operators have 
been hit by lower rail fares, as will 
be seen from quarterly statement of 
Greyhound Corporation. 

Earnings of the leading fertilizer 
companies are running sharply high- 
er than a year ago, but are not re- 
ported quarterly. Statements of air- 
craft manufacturers will be gener- 
ally good. Little to excite the specu- 
lative imagination is likely to be 
found in profit reports of drug and 
proprietary product companies, 
packaged foods, liquors, shoes, per- 
sonal finance and coal. 

At present 24 reports of industrial 
companies have been issued. The 
aggregate gain over earnings of the 
first quarter of last year amounts to 
58 per cent. This is a small sample 
but shows a highly favorable trend. 





Opportunities in Three Price 
Ranges 





(Continued from page 34) 


Last year, dividends aggregating 
521% cents per share were paid and 
recently, the company made a 15- 
cent payment, indicating a 60-cent 
annual rate. The probability of a 
further rise in earnings this year sug- 
gests the likelihood of an increase in 
the basic dividend rate, or an extra 
before the year-end. Recently 
quoted around 17, the shares would 
appear to have considerable to rec- 
ommend them among lower priced 
speculative issues. 


Socony-Vacuum Oil Co. 


Recent 
Price 


$20 


Earnings Per Share Dividends 
35 1936 Paid 1936 


$0.71 $1.40(e) $0.70 


(e)—Estimated. 


A general idea of the relative posi- 
tion held by Socony-Vacuum Oil in 
the oil industry may be obtained 
from the fact that the company is 
credited with 10% of the total do- 
mestic oil business, and nearly 
124%4% of the foreign trade. In 
every respect, the company is a well 
rounded and completely integrated 
organization; vast oil reserves and 
concessions are owned both in the 
United States and abroad; and the 
company’s marketing system covers 
thirty-six states, including the highly 
important New York-New England 
territory. Finances show the tradi- 
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These are changing times. Every 
issue of The Magazine of Wall 
Street sees many far-reaching 
developments in the worlds of 
business, economics, politics— 
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It is The Magazine of Wall 
Street’s task to see these develop- 
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tional strength which has come to be 
identified with leading Standard Oil 
units. Similarly, and in keeping 
with the character of the oil industry 
_as a whole during the past three 
years, the company has effected a 
substantial reduction in its funded 
debt and fixed charges. It has been 
estimated that interest on long term 
debt last year was $1,350,000 less 
than in 1934. In 1933, a number of 
significant changes were made in the 
management and new policies sub- 
sequently inaugurated promise to be 
substantially reflected in the report 
of operations for 1936. 

No interim reports are issued and 
the complete report for the past year 
has been delayed by the many ram- 
ifications in the company’s activities, 
particularly in foreign fields. It has 
been estimated, however, that net 
profits will show between $1.30 and 
$1.40 per share available for the 31,- 
708,000 shares of capital stock. This 
would represent an increase of near- 
ly 100% over 1935 when net was 
equivalent to 71 cents per share. 
Moreover, such earnings would be 
conservatively stated, inasmuch as 
the company regularly makes very 
liberal allowances for reserves. Such 
reserves were equivalent to $1.33 
per share in 1935 and during the 
past ten years have never been less 
than $1.16 per share. At the present 
time indications are that the com- 
pany produces only about half of 


its refinery requirements. Recent 
acquisitions and a joint agreement 
concluded with Texas Corporation 
last year involving important oil 
concessions in South America, should 
have the effect of improving this 
ratio. 

With consumption of oil promising 
to attain another new high record 
this year, Socony-Vacuum might 
earn as much as $2 a share in 1937. 
This estimate, however, pre-supposes 
a stable price level for gasoline, par- 
ticularly in the New York City area, 
where price-wars in the past have 
put a blight on an otherwise favor- 
able outlook. At this time, how- 
ever, the possibility that any inter- 
ruption in the progress of the com- 
pany’s earnings will not occur ap- 
pears sufficiently assured to place 
Socony-Vacuum shares among the 
more reasonably priced equities. 


Devoe & Raynolds Co. 


Earnings Per Share Dividends Recent 
935° 1936° Paid 1936 Price 


$2.88 $4.49 $2.00 $68 


* Year ended Nov. 30. 

Wherever paint is used, the name 
Devoe & Raynolds is well known, 
The company has long been estab- 
lished as one of the foremost manu- 
facturers of paints, varnishes and 
kindred supplies. Obviously, the 
company’s activities are closely al- 
lied with the building industry, par- 
ticularly the private home division 
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BANK AND TRUST COMPANIES 
Bid Asked 
Bankers (2) 75% 
Bank of Manhattan (1.50) 36 38 
Bank of N. Y, & Trust a a” 496 
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72 
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Guaranty (12) 360 365 
frving Trust (.60) 1814 
oy ey (2) 60 
141 


INSURANCE COMPANIES 


Aetna Fire (1.60) 

Aetna Life (71.10) 

Am. Surety (2.50) 
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Glens Falls (1.60) 

Globe & Rutgers 
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Home (11.15) 61/4 38%, 
Ins. Co. of North America (2.50)... . aon 71 
Maryland Casualty 6% T% 
National Fire (2) 

Phoenix (72.50) 

Sun Life, Can.(3.75) 
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United States Fire (2.50) 

Westchester F. (71.30) 


INVESTMENT TRUST SHARES 


Amerex Corp. 

Brit. Type Investors 

Bullock Fund . 

Corporate Trust—AA 

Fidelity Fund 

Maryland Fund 

Mass. Investors Trust 

Nation-wide Securities B. Soe 
No. Amer. Trust Shares 1958. 

Quarterly Income Shares 1 
Spencer Trask Fund 

Wellington Fund 
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and the severe curtailment of ney 
building activities as well as hom 
repairs during the years of the d 
pression were responsible for th 
drastic slump in the company’s earn 
ings. By the same token, however 
the showing of the company in mor 
recent years indicates a prompt 
sponse of sales and profits to the 
vival of building activity on an i 
creasingly larger scale, and to 
greater extent, repairs and replace 
ments to existing dwellings. 4 
The company’s report for the fisy 
cal year ended November 30, 1936, 
showed a net income of $707,210) 
equal after preferred dividends to 
$4.49 per share on the 135,000 come 
bined shares of Class “A” and Clas 
“B” common stock. This compa 
with $2.88 a share earned in the 
19365 fiscal period. On April 1, 1936, 
the company called all of the out 
standing 7% first preferred, leaving 
only 8,940 shares of 7% second pre 
ferred ahead of the common. The 
company has no funded debt, al 
though at the end of the latest fiscal 
period, bank loans of $900,000 were 
shown. Current assets as of Novem- 
ber 30, last, including nearly $1,000,- 
000 cash, amounted to $6,531,092, 
and current liabilities were $1,707, 
247. There is no difference between 
the two classes of common stock, 
save that Class “A” elects one-third’ 
and Class “B” elects two-thirds of 
the total number of directors. : 


Although the revival in the build- 
ing industry, in relation to the po- 
tential demand in order to fill the 
accumulated shortage of housing 
facilities, has only barely started, 
building shares as a group have been 
subjected recently to a somewhat | 
more sober appraisal marketwise. 
This attitude undoubtedly reflects | 
concern over the rapidity with which 
building costs have risen and the 
possible threat of a serious shortage 
in skilled labor. It is somewhat too 
early to ascertain whether or not 
either of these factors will seriously | 
retard the building industry, but the 7 
chances are that, given the benefit 
of further general business recovery, 
they will not weigh too heavily upon 
the prospects. Paying dividends of 
$3, and with earnings running at a 7 
rate which would warrant some in- | 
crease in this rate, Devoe & Ray- 
nolds Class “A” currently quoted | 
around 68 warrants consideration as 
a semi-speculative issue for income — 
and price appreciation. 
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